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Fit the file room into one drawer? 
Think of the space that would save! With 
Burroughs Microfilming this saving is 
really possible. Imagine, 300 full file 
drawers of papers make just one shallow 
drawer of microfilm—99 % of your file 


V4 


WW 


Record 400 documents a minute ? 


Think of the time that would save! Again, 
with Burroughs Microfilming you can 
actually do it. Check-size documents can 
be microfilmed—front and back—faster 


space is saved! than six per second! 























Copy papers with photographic accuracy ? 
Think of the mistakes that would save! 
And, Burroughs Microfilming really 


| Protect files against fire and theft ? 
does. Makes reliable substitutes for the | 


Think of the loss that would save! Bur- 
roughs Microfilm is compact enough to fit 
in fireproof vaults. Too, the perfect, tiny 
images cannot be altered or extracted 
without detection! 


Fast, thrifty recorder —gives you the economy 
of 8mm. photography on 16mm. film, plus the 
economy of a 37 to 1 reduction ratio! Photo- 


araphs fronts and backs of documents simul- 
taneously or fronts only at the flick of a switch. 


originals —true copies that are safe, per- 
manent, easier to refer to and give double 
protection against error or misfiling. 


Burroughs Microfilming saves you space, time, mistakes and loss. Profits are 
made out of savings like these. Savings in payroll, equipment and film alone 
more than pay for Burroughs Microfilming. In fact, it amortizes itself in just a 
fraction of its useful life! 
Burroughs Microfilm equipment is built by Bell & Howell—an acknowledged 
f leader in the field of fine photographic equipment. It is sold and serviced by 
| Burroughs —for 60 years the pioneer in better business machines and methods. 


| Burroughs 


wutor 


——— 
| Belle Howell 


That means more knowledge is behind Burroughs Microfilming —specialized 
knowledge of both photography and modern business methods. See for your- 
self how it can save money for you. Call your local Burroughs office, or write — 


— BURROUGHS ADDING MACHINE COMPANY, BETROIT 32, MICHIGAN 


manuf 
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TWO IMPORTANT NAMES IN MICROFILM 


+ 
WHEREVER THERE’S BUSINESS THERE'S Burroughs 


Burroughs 





TRAINING 
YOU CAN 


WITH 
anf i 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for LAS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the TAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 








EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, Interna al Accountants Society, Inc.; Former Presi 
dent, Ulinois Chamber of Commerce; Former President, American Se y of Certified Public Accountants; Former 
President, Executives Club of Chicago. 
THOMAS W. LELAND Head, Department of Business and Accounting, Texas A. and M. College; Past President, American Accounting 
B.A., M.A., C.P.A. Association; Former Educational Director, American Institute of Accountants; Past President, Texas Society of 
C.P.A.'s; Editor of “Contemporary Accounting. 
DEXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, In Dean Emeritus, College of Engineering, 
M.E., LL.D., D.Sc. Cornell University; Former President, American Society of Mechanical Engieers; author of “Cost Finding, 
Industrial Economics,” and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Direc 
B.Sc., Ph. D. ors, The Ronald Press Company; Former Director, Department of Management, New York University; author of 
Office Management’ and other textbook 


oct 


STEPHEN GILMAN a Director, International Accountants Society, Inc.: author of “ Accounting Concepts of Profit,”’ * Anal: 
B.Sc., C.P.A. zn cial Statements, Principles of Accounting hat the Figures Mean,’ and numerous technical 
ticles on accounting and allied subjects. 





FACULTY 


Stanley E. Beatty, C.P.A. C. W. Emshoff, C.P.A James W. Love, C.P.A G. E. Taylor, C.P.A. 
Robert Dick, C.P.A Stephen Gilman, C.P.A Paul H. Moore, C.P.A J. G. Terry, C.P.A 

Roy E. Duvall, C.P.A Robert H. Gregory, C.P.A Frank H. Murray, C.P.A Horry H. Westphain, C.P_A 
George P. Ellis, C.P.A C.E. Hoglund, C.P.A Kenneth E. Ockley, C.?.A Earl R. White, C.P.A. 














{dditional information about this training will be sent to you in booklet form, on request 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
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Youre Right! 


THIS SCALE /S AN 
ACCOUNTING MACHINE 


Scales today provide vitai accounting 
data that directly affect your costs... 
and profits! 

These weight figures originate at 
many points throughout your plant 
—in receiving, shipping and in pro- 
duction departments — supplying 
basic information that affects your 
inventories, receivables, payables 
and the final profit figure! 

That’s why it’s so important to 
control your costs with Toledo 
PRINTWEIGH Scales! Printweigh 
eliminates human errors; gives you 
printed records of each 
weighing operation... prints big, 
.on thick tickets... 
on strips 


accurate 


clear figures 
on large or small sheets... 

. with extra copies. Send for bul- 
letin 2037. 


TOLEDO 


HEADQUARTERS FOR SCALES 
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Toledo Scale Company, Toledo |, Ohio 


Please send me bulletin 2037 showing 
modern applications of Weight Control 
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PLAUDITS FOR PLOCAR AND 
PRODUCTION 
Editors, THE CONTROLLER 
I read the article “How 
More Effective Supervision Through 
Supervisors’ Incentive Plans’’ by Mr. 
John J. Plocar in your February num- 
ber with the greatest interest. I felt he 
did one of the best jobs I have ever seen 
in describing such a plan clearly and 


To Promote 


concretely. 

As you know, the Economic Coopera- 
tion Administration is vitally interested 
in promoting increased productivity in 
the Marshall Plan countries in Europe 
I am sure most people with a “manage- 
ment” orientation would feel as I do 
that a plan such as the one described by 
Mr. Plocar does contribute to the high 
productivity,—1.e., production per man 


hour-—characteristic of American indus 


try Harry H. Fitri 
Director, Organization and 
Management Division ECA 
Washington, D. C. 


Edit THE CONTROLLER 


The To Promote More 
Effective Supervision Through Super- 
visors’ Ince Plans” in the February 
1950 issue (Page 68) was called to my 
attention by Mr. G. W. Skilton, Comp 
troller of this company. I think it would 
be excellent material to make available 
to the readers of our publication Notes 
and Ou May we your permis 
sion to print excerpts from it and to 
article for 


article How 


ntive 


have 


entire 


reprints of the 
Proper credit, 


make 
those who request them ? 
would be 
QO. O. PALMER 
Editor, Employe Relations 
Not wind Ou 
Connecticut General 


of course given 


Lite Insurance (¢ ompany 
Hartford, Conn 
DO YOU HAVE A LIBRARY, TOO? 
Editor 


Please px rmiut me 


THE CONTROLLER 

to acknowledge 
your courtesy in sending the July, No 
June, 1948 
The articles on cor 
reports were of great in- 


vember, 1947 and issues of 
THE CONTROLLER 


porate annu il 


THE CONTROLLER. . 


terest to me. After I finish with these 
materials, I put them in the special li- 
brary which we maintain here at the 
School of Public Administration. We 
call it the Public Administration Work- 
shop. Here these materials will be avail- 
able to our faculty members and gradu- 
ate students who do research on man- 
agement topics. 
HENRY REINING, JR. 
Professor of Public Administration 
University of Southern California 
Los Angeles 
Editors, THE CONTROLLER 
I was interested in reading the article 
on the number of readers, as published 
in your ‘Letter from the Editors To You”’ 
column in the February issue [Page 50}. 
This was quite enlightening. 
By the way, what is the price for a sec- 
ond subscription to THE CONTROLLER? 
I would like to have it for our library 


service. P.H.R 


Con- 
staff 


THE 


Additional subs riptions to 


TROLLER for company c1ales oF 


year 


4 
members are available at $4.00 per 
$5.00). 


(regular price for 12 issues is 
The Editors 


BACK ISSUE REQUEST 
Editors, THE CONTROLLER: 

Will you kindly send me a reprint of an 
article that appeared in THE CONTROLLER 
sometime ago entitled “The Frozen 
Price of Brains. 

Kindly advise cost of this, if any, and 
I'll be pleased to forward it to you at 


once JAMES R. FEELEY 


Edgewood, R. | 


The article refe s entitled “Thaw- 
ing the Fro 


Davi 


rred 
en Price of Brains,” by Clinton 
f it appeared in the Feb 


THE CONTROLLER 


dson, Jr. and 


fad to forward this 
ents (50¢). 
The Editor 


JIGSAW REPORT 
Editors, THE CONTROLLER 

On page 24 of the January 1950 TH 
CONTROLLER, there is an article describ- 
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ing a jigsaw cutout issued to employes 
of ATF, Inc. covering the 1948-49 fiscal 
year report. Would you be kind enough to 
let me know how I may obtain a copy of 
this report ? 

J.S.P. 


Copies of this report may be obtained 
through Duncan J. Morgan, Director of 
Human Relations, ATF, Inc., 200 Elmora 
Avenue, Elizabeth B, New Jersey. 

The Editors 


RATIO COST TO SALES 
Editors, THe CONTROLLER: 

Have you any information available 
regarding the ratio of engineering costs 
to the sales dollar? 


W. A. H. 


A recent query by the Controllers Insti- 
tute resulted in the following information 
being obtained from six companies as to the 
ratio of engineering costs to sales: 

Firm A .065 Firm D 3.05 

Firm B 1.72 Firm E 6.56 

Firm C Firm F 7.40 
The Editors 


3.38 


NO TURN-OVER 
Editors, THE CONTROLLER: 

In the February issue, you invite com- 
ments regarding continuation of feature 
articles to the back of the book. We 
frequently wish to clip articles for fil- 
ing, and we find it more convenient if 
they are not continued. In the writer's 
opinion, it is easier to read an article 
of interest without having to turn to 
the back of the book. 

L. O. BANNARD 

Assistant Comptroller 
Langendorf United Bakeries, Inc. 
San Francisco 


Send your contribution to 
“CANCER” 
care of your local postoffice 





COAST TO COAST 
Editors, THE CONTROLLER: 

Are copies still available of the 30/ 
Questions to Management which was of- 
fered to readers of THE CONTROLLER 
mention of which was made at the end of 
Mr. Martindell’s article in the May 1949 
issue? I would like to have a copy if your 
supply has not been exhausted. 

THOMAS J. SWICKER 
West Englewood, N. J. 


Editors, THE CONTROLLER: 

I would appreciate receiving a copy of 
your pamphlet ‘301 Questions to Man- 
agement’? which is mentioned in con- 
junction with Mr. Martindell’s article in 
the May 1949 issue of the magazine. 
(Page 222) GeorcE J. Driver, JR. 

Industrial Engineer 
Los Angeles, Calif. 

We are sorry to state that there are no 
more copies of this pamphlet available but 
author Martindell tells us that the contents 
has been incorporated in his book, “The 
Scientific Appraisal of Management’ pub- 
lished by Harper & Brothers in January 
1950. Since the article was run in May 1949 
in which this material was offered we have 
had over 170 requests from interested readers 
all over the country. —The Editors 


DOLLAR SHORTAGE 
Editors, THE CONTROLLER: 

Quite a while ago we wrote to you 
and asked for a copy of your publication 
for perusal, and we wish to thank you 
for saison Sp us such a copy. 

We found your publication very in- 
teresting indeed and would very much 
like to subscribe to it, but have up to 
now, although we have made repeated 
applications, not been able to obtain the 
necessary dollar allocation. For the time 
being we will, therefore, have to do 
without your excellent publication. 
Thanks very much for your trouble in 
the matter. J. A. CRAFFORD 

Cratford & DuToit 
Pretoria 
U. of S. Africa 


RENEGOTIATION REGULATIONS 
Editors, THE CONTROLLER: 

Do you know if the renegotiation 
regulations have been compiled in book- 
let form by the government, and if so, 
can you give me the name and address 
of the agency to which to refer to ob- 


Sein RCOpy< = WW, Mo ScunrcK 
Secretary-Treasurer 
Young Radiator Company 
Racine, Wisconsin 
We have learned that a booklet “Rene 
gotiation Regulations Under The Renegotia- 
tion Act of 1948” may be 
Superintendent of Documents, Government 
Printing Office, Washington, D. C. We do 
not know the exact price of the booklet, but 


7 he Edit ans 


»hbtained fram the 


believe it to be about $1.50 


REPRINT POLICY 
Editors, THE CONTROLLER: 

For use in our course in Financial Ac- 
counting, I would like to receive permis- 
sion to mimeograph and distribute to the 
students the article by John A. Beckett, 
“Can Earned Surplus Be Interpreted, An- 
alyzed, and Presented Logically ?” appear- 
ing in THE CONTROLLER for March 1950 
(P. 107). 

Will you please advise me of the policy 
of THE CONTROLLER in this matter ? 

KULLERVO LOUHI 
Assistant Professor 

of Accounting 

The University of Chicago 


We are happy to grant permission for use 
of material that appears in our magazine if 
proper credit is given to the author and Tut 
CONTROLLER as the source. If you can spare 
two copres for our files it would be appreci- 
ated. 

The Editors 


RECORDS RETENTION CHART PRAISED 
Editors, THE CONTROLLER: 

I have just finished reading the article 
on ‘Records’ in the March 1950 issue of 
THE CONTROLLER. (‘Tackling the Prob- 
lem of Records Retention,” by Paul Haase, 
p. ILE.) 

I think the subject is quite timely and 
that the article is very well prepared. We 
have been doing some research of our own 
the past few years along these same lines; 
consequently, I am pleased to obtain the 
data which you show in your summary con 
cerning the retention and preservation of 
records 

ROBERT L, GRANT 
Assistant Treasurer 
Miles Laboratories, Inc. 
Elkhart, Indiana 


SEQUEL 
Editors, THE CONTROLLER: 

May we have a copy of THE CONTROL- 
LER for December, 1948. We are particu- 
larly interested in the article “What To Do 
With Old Records” by Paul Haase. 

A. H. G. 


A second article on this subject, “Tackling 
Problem of Records Retention,” ap- 

red in our March, 1950 issue. 
The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 


for inclusion on this page. 
The Editors 





BREAK-EVEN POINT 
Editors, THE CONTROLLER: 

I read an interesting article during 
the past few months in regard to mak- 
ing use of “Break-Even Points.”’ If this 
article appeared in your magazine, I 
would appreciate receiving a copy of 
the issue in which it appeared. I do not 
refer to the May 1949 issue, a copy of 
which I have. 

R. W. LUNDBERG 
Controller 
McConnon & Co 
Winona, Minnesota 


We have had no other article in THE 
CONTROLLER but the one to which you refer 
(May 1949) but information on this sub- 
ject appears in a book written by Walter 
Rautenstrauch entitled "Economics of Bust- 
ness Enterprises,” published by John Wiley 
& Sons, Inc., New York City. 

The Editors 
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JOHN R. 


INSURANCE ADVISER 


Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


BLADES 


NEWARK 2, N. J. 

















from the editors to you: 
WE ARE RECOMMENDED READING 


Articles appearing in THE CONTROLLER 
continue to be picked up, recommended, 
digested and reprinted in other publica- 
tions. Some of the more recent ones include: 


IN ENGLAND 


LER 


(THI 
IN AUSTRALIA 


IN ATLANTIC CITY 


IN NEW YORK 


News” 


IN PHILADELPHIA 


week § 


Hardly a 


fields 


magazine and newspaper 


reddersPip as well 





Management 
gested G. O. Eckley’s article 
tern for Procedures Analysis’ (THE CONTROL- 
September 1949) and in their January, 
1950 number 
ing Distribution Costs’’ by Warren G. Bailey 
CONTROLLER 


their 
recommended ‘‘How the Controller Can 
Help With Operating Problems Facing Gen- 
eral Managers’’ by Ray M. Schmitz (THE Con- 
TROLLER 


. The British Institute of Management, London in 


December 1949—di- 
Setting a Pat- 


Abstracts 


“The Importance of Develop- 


November 1949) 


. The Institute of Industrial Management, Mel- 
bourne in Australian Management Review made 
reference under Personnel in their November 
1949 issue of ].S. Coleman's “ Management Meets 
Its Public’ 
gestions” 


‘'$ For Sug- 
August 1949) 


and J. R. Mulvey’s 
(THE CONTROLLER 


. Convention and Trade Shows in their February 
1950 issue reprinted Wyman.P. Fiske’s “Plan- 
ning Effective ¢ ompany Conventions’ 
CONTROLLER 

. The New York Herald Tribune on December 24, 
1949 in 


(THI 
January 1950) 


column “Behind the Financial 


December 1949) 


. The Philadelphia Electric Company reproduced 
reprints of Paul B. Mulligan’s “The Control of 
Clerical Costs by Performance Measurements 
(THE CONTROLLER 
in a class to be conducted by the Systems Divi- 
sion this month. 


November 1948) for use 


es by without its request for our permission to put our material 
to a greater use—ain colleges, conventions, the army, as well as the house organ, 
Maybe we should take a survey 


on our extended 


PE, 


ARMY FIELD COMPTROLLERS 


Editors, THE CONTROLLER 

We would appreciate your granting us 
copyright permission to reproduce the 
three articles listed below which were pub- 
lished in THE CONTROLLER 

Cost by Performance Measurement” 
by Paul B. Mulligan, November 1948; 

When to Use Pictorial Symbols’ by 
Frederick Jahnel, March 1949; 
Modern Manage 
Stewart Free 


Controllership in 
ment’ a book review by I 
man, June 1949 
The Management 


Army | 


Office, Office of the 


Comptroller, periodically sends 


THE CONTROLLER 


packages of management material to our 
field comptroller offices to assist them in 
their work. These articles would be ap 
propriate for inclusion in the packages and 
we believe they would be very valuable to 
then 

ALBERT H. SMITH, JR 

Major, GSC ; 

Asst. Executive Othcer 

Management Division 

Othce of the Army Comptroller 


SMC permission 


The Editors 


MAY 1950 
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THE CONTROLLER OVERSEAS 
Editors, THE CONTROLLER: 

In your February issue of THE CON- 
TROLLER, you refer to some remarks by 
Arthur P. Wilson regarding Management 
Audits (“Scanning the Scene’, P. 72). 
Will you please let me know if this is 
likely to be published in full in one of 
your forthcoming issues ? 

LR. 2. 


London, England 


We hope fo present Mr. Wilson's manu- 
script in an early issue. Previous informa- 
tion on this subject was carried in the July, 
1949 issue on Page 339, “Management 
Audit Urged to Improve Future Opera- 


tions.” 
The Editors 


Editors, THE CONTROLLER: 

This office has subscribed to THE CoNn- 
TROLLER and finds the magazine a source 
of timely and informative articles on 
comptrollership. 

The January 1950 issue contained two 
items of special interest: one, ' Making 
the Most of Your Controllers Confer- 
ence” by Mr. Wyman P. Fiske (Page 
21), because the conference method of 
indoctrinating the command is used ex- 
tensively; and two, the letter of Secre- 
tary of Defense, Louis Johnson, to the 
Editor (Page 4) is ie 8 to the econ- 
omy program being directed by the 
Commanding General. 

We have taken the liberty of reprint- 
ing Mr. Johnson’s letter because the 
thought is so well expressed and the 
theme ties directly with that of the 
February issue of the Management Bulle- 
tin, published to the U. S. Army, Eu- 
rope. It is hoped that exercise of this 
liberty meets with your full approval. 

JOHN J. BINNs 
Colonel, GSC 
Comptroller 


OFFICE OF THE COMPTROLLER USAREUR 


Manacrment 


Cost Reduction can be Achieved by Elimunation of WASTE 


lace 
tore 


vet a Member 2 


How Buck Privates Save Public Bucks 





MEET THE AMAZING 


ROYAL ELECTRIC 


Better, cleaner-looking work in less time! Exclusive features allow your 
typists to change-over quickly, easily— with no trouble or fuss! 


Who but Royal could bring the business world an 
electric typewriter like this? 

For here is the famous Gray Magic Royal Typewriter 
(preferred by typists better than 2% to 1 over any other 
make)—with power added! 

Being a Royal, it was designed with the operator in 
mind, so that typists have no writing habits to change... . 
nothing new to get used to—at the change-over. This is 


true of no other electric typewriter! 

There’s new sturdiness and durability in the Royal 
Electric, and the beautiful clean-cut work it does becomes 
a distinct asset to any business 

Royal offers a complete line of typewriters —the Elec- 
tric, the Standard, and the Carbon Ribbon. Ask your 
Royal representative to analyze your needs and suggest 
the typewriters that will fit your own typing requirements 


NO TYPING HABITS TO CHANGE! NOTHING NEW TO GET USED TO! 





a Dae MORE “ yt ss 





When the typist sits at the Royal Electric she finds the controls 
in the same place as on the standard Gray Magic Royal. Shift 
keys, tabulator key, “Magic” Margin, and other famous Royal 
features are identical in shape and position. She has no typing 
habits to change! A Royal exclusive! 


oo onat! 
On this electric typewriter, and on this one only, the operator 
can adjust the touch to correspond to that of a manually oper- 
ated machine. “Touch Control” on the Royal Electric makes 
possible a quick, easy change-over. The operator has nothing 


new to get used to! Another Royal exclusive! 


NEW ROVAL ELECTRIC 


Made by the world’s largest manufacturer of typewriters 


Mog and 





How Long Can You Hold Out? 


This editorial probably does not apply to you but read it 
anyway as insurance against some worry, trouble and re- 
gret that just possibly could overtake you. 

In the course of working with the Controllers Institute 
Employment and Placement Plan, it has surprised us how 
often a highly-paid controller, out of a job, finds himself 
financially pressed. Thereby he is forced to accept a job 
which is not quite what he wants. He might have had a 
better “‘fit’’ if he had been able to wait a little longer. 

It appears that many a controller has thought ahead for 
his company but not for himself. He has set up the various 
necessary reserves for his company but has not analyzed the 
contingencies for which he should personally set up re- 
serves. Of course, this applies to any business executive— 
but the difference is that the controller is supposed to be an 
expert on reserves 

Mathematically, it seems wise to look at the problem this 
way. As anyone moves up the ladder to more and more re- 
sponsibility, he moves into the echelons of management 
where there are fewer and fewer jobs. If there are fewer 
desirable needles in the hay-stack it is obviously going to 
take longer to find them. For example, at a stage in the 
business cycle when a stenographer can find a new job in 
one week, how long should a controller need? The ratio 
may not be valid, but if he can command 20 times her 
salary he had better allow at least 20 weeks to be sure that 
he has looked over the possibilities carefully and found the 
right onc. Then double it for “safety factor.’” How much 
does it cost to run your household 40 weeks? Is that the 
right reserve? How fast should it be built up? 

You may be thanking your lucky stars that you are se- 
cure. Perhaps you are. But a job can slide out from under 
anyone—even the most capable. Suppose controlling stock 
ownership in your company changes overnight, installs a 
new board and the new board wants to adopt a course of 
action with which you cannot go along. Suppose your com- 
pany is absorbed in a consolidation and the top manage- 
ment believes in centralized controls, substituting a plant 
auditor in your shop at one-third your salary. In a small 
company, death of the founder or of an original partner 
occasionally starts a family fight that makes the controller's 
position untenable 

How large a reserve do you need for contingencies and 
is it in safely liquid form 
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Think It Over! 


Quoted from a recent speech by Rufus S. Tucker, econ- 
omist of General Motors Corporation: 

‘‘(1) Government controls of business have usually been 
advocated in their beginning as being in the general in- 
terest of the people, or even in the interest of the business 


= that is to be controlled. 


(2) Frequently they have operated in the opposite di- 
rection. 

(3) Whether successful or not they have usually been 
made stronger and extended in scope, partly because of the 
rulers’ ambition and partly because the people have been 
educated or numbed into accepting them, and have for- 
gotten their ancestors’ traditions of freedom.” 

ee 


Worth giving a second thought! 


The Controller's Role 

Recent news from Washington indicates that steel men 
proved their case that costs do justify price rises. Govern- 
ment people are talking about how neatly the facts were 
presented and how it took the wind out of the unions—and 
of hostile committee questioners. 

From what we have heard, a good many of those figures 
were assembled in controllers’ offices and through the in- 
dustry; and some of the ideas of presentation evolved from 
the experience of controllers in telling the story to manage- 
ment. The current study by the Controllership Foundation, 
“Providing Facts and Figures for Collective Bargaining: the 
Controller's Role in Labor Negotiations,’ reveals that this 
is becoming more true every day. Today's controller is carry- 
ing a heavy responsibility and measuring up to it in a way 
that should make controllers proud of the title and the 
function. 


The Positive Approach 
A recently published list of the research projects now 

being conducted by the CED is refreshing by its positive 
nature. There isn't a defensive note to be heard—a contrast 
to the titles of publications of many business organizations. 
Here's the list: 

How to Raise Real Wages 

Agricultural Policy 

Facilitating Equity Financing 


Of course, they may have occasion to disagree with some 
governmental viewpoints but at least the positive start 


sounds good! 


Thought Control in Reverse 
Recently a very competent business analyst remarked 
upon the smooth functioning of the U.S. economy during 
the past two years at a time when many people feared a 
recession or slump. He pointed out that the constant re- 
iteration of warnings may have persuaded businessmen to 
keep inventories in line and avoid over-extensions of fi- 
nances. He concludes, “the pessimists might not have been 
so wrong if their caution had been less general.” 
WALTER MITCHELL, JR. 
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"This National machine 
costs us less touse * 


\ 


“A pen won't AUTOMATICALLY fill 
in ciphers and dates, and punctuate 
amounts—but this National Account- 
ing Machine will! 

“A pen won't think for you—it won't 
AUTOMATICALLY add debits, sub- 
tract credits, and figure and print the new 
balance—but this machine will! 

“A pen won't permit writing two or 
more figures at one time, nor AUTO- 
MATICALLY distribute amounts into 
different totals—but this machine will! 

“Over the life of this National Ac- 
counting Machine, we figure its yearly 


THE NATIONAL CASH REGISTER COMPANY 


cost to us is only about 10% of what we 


pay our operator. So even if it saved only { 


10% of her time, it would pay for itself. 
But, actually, it saves nearly 50% of her 
time!” 

* * * 

Savings vary in different offices, de- 
pending on the type of work, salaries, 
etc. But savings are always substantial. 
Ask our local representative to show you 
what you can save with this most flexible 
of all accounting devices. (The MUL- 
TIPLE-DUTY machine illustrated will 
handle any of your posting jobs.) 


y> 


* Get this FREE 
20-page booklet 
from our local 

representative, 

or write to the 
Company at 
Dayton 9, Ohio. 


Waltonal 


ACCOUNTING MACHINES 
CASH REGISTERS « ADDING MACHINES 





POINT IV: Talking Turkey 


William R. Sears 


cy A COLD AND WINTRY DAY in Wash- 
ington, D. C., Harry S. Truman of 
Independence, Missouri, outlined what he 
thought should be done now that the 
American people had asked him to be 
President—even if the pollsters had not. 

That was back in January, 1949, and 
Harry S. Truman was making his in- 
augural address. 

He carcened happily through several 
different points—and went through one 
describing America’s obligation to help 
underdeveloped areas attain economic 
progress 

That point happened to be number 
four—‘‘Point IV.” And in the business 
pages of your newspaper it’s now as 
well known as “Ball Four” in the sport- 
ing section. 

Literally nothing, since the Marshall 
Plan was embraced in Europe, has so 
captured the imagination of ambassa- 
dors and cabinet ministers from Cairo 
to Manila to Bogota. 

And the President put it quite simply, 
explaining later on: “We are somewhat 
famous for technical knowledge. 

What I propose to do is to pre- 
sent to the peoples of the world that 
know-how and that knowledge . . . for 
the welfare and benefit of the inhabi- 
tants and not for their exploita- 
tion. That's what Point Four means.” 

A natural first reaction abroad-——even 
as Washington officialdom was reread- 
ing the historic proposal for its implied 
meanings—was the impression _ that 
Uncle Sam would dig deeper and spend 
more. 

This was quickly dispelled when gov- 
ernment ofhcials stressed that this was a 
job for private enterprise. The govern 
ment would only facilitate with means 
at its disposal 

General public support in this coun 
try expressed itself in Congress, where 
legislation of three main categories ap 
peared. First was that sponsored by the 
Administration. It can most. easily 
be called the “guarantee’’ school of 
thought. It says that the United States 
government guarantees your money 
against loss from extreme-type risks. If 
you invest in a Philippine textile plant 


Are we putting the tractor before the cart . . . 
stimulating cellophane production in oxcart economies? 


and through mismanagement or other 
normal business development lose your 
shirt—you pay for a new shirt. Ordinary 
business risks are not involved 


GUARANTEES: PRO 


The proposed guarantees would pro- 
tect you against extreme conditions be- 
yond your control. For instance, if you 
invest in Peru and the Peruvian govern- 
ment decides it will not permit the 
profits of your plant to be converted 
into dollars for dividend payments, 
Uncle Sam will buy up your profits in 
Peruvian sols and hand you the dollars. 

If a revolution breaks out in Saudi 
Arabia, and the new government seizes 
your plant, Uncle Sam will make good 
your money promptly while it argues 
with the new regime over what it’s all 
about. 

If you invest in a pocketbook factory 
in Siam and civil disorders, riot and 
commotion resulting from a Communist 
celebration of May Day result in ex- 
tensive damage to your plant, Uncle 
Sam will pay and tell the Siamese to 
get more and better cops 


On the face of it, one would think 
businessmen would welcome that ar- 
rangement. Not all do. The second school 
of thought is represented in Opposing 
legislation. It is against guarantees. 


GUARANTEES: CON 


This school of business thought says 
the United States government should 
confine its help strictly to advising for- 
eign governments of this need. It should 
conclude treaties with foreign govern- 
ments and these should provide for 
treatment of American investors on the 
footing with nationals. Foreign 
governments should offer tax induce- 
ments, assure extraction of profits in 
dollars, repress rebellious elements. In 
short, they want foreign governments 
themselves to police the dark alleys of 
international investing and make them 
safe for foreigners to walk in. 

As late as March, 1950, the legisla- 
tion had not been enacted and the Point 
IV program was still a wispy dream. 
However, close to implementation was 
a phase of it that involved a basic ap- 
proach to know-how. 


same 


WILLIAM R. SEARS, as editor of the United Press foreign 
financial service, has specialized in telling some 1,000 
clients in 50 foreign countries about the thinking and ac- 
tivities of American business. Having run the gamut of 
newspaper jobs, he left the Army to find that a fluency in 
French wasn’t enough to get a foreign assignment, so he 
took his B.A. in Oriental Studies at Yale, majoring in the 
Russian and Chinese languages—dean’s list all the way. 
On graduation, he joined the United Press to edit the 
night service for Asia clients, where he first learned of the 
great demand abroad for information from America about 
things economic. A year ago, he assumed the handling of the United Press market and 
economic report to Eastern Hemisphere clients. Among the beats he has scored in for- 
eign papers are an exclusive interview with IBM chairman Thomas J. Watson on the 
effect of the 1949 recession; news of impending tax increases in the Philippines; a first- 
hand report from General William H. Draper of Dillon, Read on the Japanese 
economy; and an exclusive interview with former Chinese Finance Minister, H. H. Kung. 


THE CONTROLLER 


MAY 1950 





203 





This was the third legislative factor 
in the Point IV problem and was em- 
bodied in the so-called Technical As- 
sistance Bill. This provided for $35 
million for a government-to-government 
brains-lending program. 


TECHNICAL ASSISTANCE 


All underdeveloped areas are first ap- 
proached in such fields as public health 
and agriculture. There was a need for 
advice on simple, basic things like drain- 
ing swamps to stamp out malaria, in- 
noculation against already-conquered 
diseases, sanitation, sewage disposal, and 
water purification 

The technical assistance program is 
aimed at recruiting teams of doctors, 
public health nurses, laboratory techni- 
cians, pharmacists, etc., to go in and help 
install anti-disease campaigns and train 
local residents to take over 

It would send experts in animal hus- 
bandry or crop cultivation and agricul- 
tural specialists who know how to in- 
crease yield from earth or animals. They 
would go over as teams to help modern- 
ize agriculture through teaching in un- 
derdeveloped areas 

This phase of the program seemed 
perhaps closest to realization. It offered 
a practical starting point for the whole 
Point IV activity that is still being 
worked out 


TEST IN TURKEY 

Typical of the kind of underdevel- 
oped area that might be touched by 
Point IV is Turkey. Its strategic im- 
portance to the West was underlined 
three years ago when the President an- 
nounced his famed “Truman Doctrine” 
with a $300 million ‘‘contain-Commu- 
nism” grant for Greece and Turkey. 

Critics predicted money spent in Tur- 
key (and Greece) would be wasted. 
“We're simply perpetuating a rotten re- 
gime,” they said. Defenders of the move 
promptly retorted “Red Propaganda!” 

Today, President Truman looks at 
Turkey as a candidate for his more re- 
cent “Bold New Program’—the plan 
for developing backward areas men- 
tioned as the now-famous ‘Point IV” 
of his inaugural address. 

One large research foundation in the 
United States, the Twentieth Century Fund, 
decided to make an economic survey of 
Turkey. The study was designed to find 
out how American capital and technical 
skills might be used to help the people 
of this strategically important country 
raise their own cP of living. The 
Twentieth Century Fund, founded by 
Boston department store tycoon Edward 
A. Filene, has the announced purpose 
of “scientific research and public educa- 
tion on current economic questions.” 
The report, Turkey: An Economic Ap- 
praisal, was published last summer. 


POINT IV CALLS FOR BEST BRAINS—Herter 

The President’s Point IV program is of sufficient impor- 
tance in the present world-wide ideological struggle “‘to at- 
tract the best government and private brains that can be 
applied to it,” Rep. Christian A, Herter (R. Mass.) declared 
recently at a meeting of the Economic Club of New York. 

“No illusions whatever should be held out that it is going 
to be a large scale give-away program or anything other than 
a long-term program” he warned. 

He asserted also that the Point IV program’s success “is 
dependent entirely on the attitude which recipient countries 
themselves adopt with respect to it, not alone in their atti- 
tude toward private capital development but likewise in the 
formulation of their own domestic legislation to encourage 


increased productivity.” 


Rep. Herter said he questions the assumption made by 
some that the Point IV program can be the medium by 
which a foreseeable dollar gap of some $2 billion a year 


after 1952 may be filled. 


“Private capital,” he said, “will move only to the extent 
that it feels it has better opportunities in the foreign field 
than in the domestic field, and obviously the volume of that 
foreign investment will be conditioned more largely by the 
climate that exists in foreign countries and the performance 
of foreign governments than by any action which the U.S. 


government can take.” 
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The report's main contention was 
that we are putting the tractor before 
the cart. But constructively, it outlined 
a plan of action which could develop 
Turkey to a point of leadership in the 
whole Middle East. The moral for other 
countries in other critical areas will, of 
course, be obvious. 

Chief of the three collaborators in 
writing the book (324 pages, one map, 
eight photographs, 43 tables, four 
charts, cloth, $3.50) is 57-year-old, grey- 
ing, aquiline Max Weston Thornburg. 

Off hand observers will immediately 
note a similarity in his language to that 
of other critics of Turkey. He glibly 
blames the ‘gang on top’ for much of 
Turkey's troubles; claims the present 
regime might have crumbled had we 
not aided it; contends the government 
should aggressively institute reforms 
and public works. 

Thornburg describes himself as a for- 
eign industrial consultant. And in this 
capacity, he is now advising the govern- 
ment of Iran on how to run its seven- 
year plan. For sixteen years he was an 
engineer-manager for Standard Oil of 
California reaching the chairmanship of 
its Board of Engineers. He was its vice 
president in charge of the Middle East 
and Far East subsidiaries and wartime 
petroleum advisor to the State Depart- 
ment. 


“SAME OLD RATHOLE” 


Shortly before the report was issued, 
Thornburg visited here and reported 
American aid to Turkey had gone down 
the ‘same old rathole.” Too-generous 
loans, he said, were simply “subsidizing 
the inefficiency that has kept back prog- 
ress in Turkey.” 

What was needed, he contended, was 
efficient management and application of 
the funds without which “you simply 
put it in the pockets of the top few who 
have been keeping the people down.” 

This, then, is what an expert sees in 
that rectangle of 900 by 300 miles, 
whose area is slightly larger than Texas. 
On it is a thin layer of imported mod- 
ernity resting on a population using 
agricultural methods of the Hittites. In 
it foreigners are barred from jobs in 
photography, veterinary medicine, print- 
ing, aviation, steel, construction, public 
utilities, transportation or communica- 
tions—among others. 

But Turkey has great potential and 
can, says Thornburg, become the lead- 
ing power in the Middle East. He is not 
at all abashed by the problems presented 
by Turkey as a none example of the 
difficulties we may meet in carrying out 
Point IV. He thinks the job should be- 
gin with Turkey's overhauling some of 
the restrictive and confusing laws now 
existing. It requires intelligent handling 
of foreign aid, especially modern tech- 
niques. Together, these two could en- 
tice Turkish capital from hiding. 





Where the United States Had Foreign Investments, 1945-1948 


WHICH INDUSTRIES? 


The big postwar gains in U.S. direct in- 
vestments abroad have been in manufacturing 
($900-million) and petroleum ($1.5-billion). 
Manufacturing has expanded largely by rein- 
vestment of foreign earnings. 














1945 — , 
Dota: Dept of Commarce, Ottica of Business Economics. 
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WHICH COUNTRIES? 


The main locations where U.S. capital is 
invested are Canada (manufacturing); Latin 
America (petroleum and manufacturing) ; 
western Europe (manufacturing); and the 


Middle East (petroleum). 





First things first. To begin with, 
Thornburg points out, Turkey's national 
health is low—mainly because of wide- 
spread malaria. 

“How can you expect 
planted, cultivated and harvested with 
the workers abed, sick ? 

The malarial 
veloped during the war would put 80 
per cent, possibly 95 per cent, of the 
bedridden back to work, he contends 

Now then, the people on the plains 
eat beef or grain, fruit in fruit areas and 
fish along the coasts. But they have no 
way of exchanging or trading their sur 
pluses. Thus, writes Thornburg 

The first step in filling this gap (be 
tween Hittite agriculture and twentieth 
century industry) must be taken by the 
state itself in the form of useful public 
works. This is a function performed by 
governments the world over, no matter 
what their economic system The 
building and maintenance of a nation 
wide system of all-weather roads is a 
primary necessity of agriculture. 

Nowadays, when anyone says ‘‘mod- 
ernized agriculture,” the first thought is 
tractors. Says Thornburg 

“The lack of tractors has not yet be 
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come a limiting factor in Turkey's ag 
ricultural development.”” More necessary 
immediately will be and better 
seeds, new types of crops, new varieties of 


new 


fruit better adapted to canning, new fiber 
crops for industries, fertilizers, measures 
for disease and pest control and much else 
that calls for skilled and experienced 
guidance rather than foreign funds 

Turkish farmers need first of all at 
least one factory making plows, pitchforks 
or wagons The rest will develop in time 
as roads, irrigation canals and food-pro 
essing plants are built 


BUCKETS OR CELLOPHANE? 


The underlying theory behind this sug 
gestion buckets should 
be made before cellophane—is 

Until Turkey's 20 million people have 
started to produce local surpluses for ex 


that galvanized 


change within the country plus an overall 
surplus for export, no new purchasing 
power will be created with which to satisfy 


new wants. Soap and paint cannot be sold 


until the prospective buyer sells his beef 


grain and tomatoes. If selling these re 
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quires refrigeration for beef, transport tor 
the grain and a canning plant for the toma- 
toes, then this is where real industrializa- 
tion begins 

The Pa fa 7 é t these basi 

nclusions appli a lot of other “un- 

ped area a 7 urkey 

At present, Turkey shows too great a 
gap between foreign-built artificial silk 
plants and steel mills and “the ox-drawn 
wooden stick used in tilling the fields for 


Turk ys 


fertilized 


Well as 


unwatered and un 
fields, the from 
which must be carried in bullock carts over 


tood 
cotton crops 


the nearly roadless stretches of Cilician 
} iains 

Once you've got the populace healthy 
ind working, once their wagons are roll 
ing from one area to another, once the 
hildren are in schools learning how to 
mix mortar, fix irrigation pumps and oper 

i machinery, then you're 
light industry.’ Tur- 
can expand through it 
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US-REICH PACT ON TAX REVISIONS NEAR 

The United States is getting closer to agreement with the 
German Federal Republic on changes in tax laws which 
could permit private American capital to help speed the 
restoration of Germany's economy, Gordon Michler, chair- 
man of the German Committee of the National Foreign 
Trade Council, declared recently. 

Elaborating on a report on German taxation which the 
council submitted to the State Department, he said the re- 
quired restoration of the German economy can be accom- 
plished “along lines consonant with U.S. policy on limita- 


tion of war potential. 


“Naturally,” he said, “we want to have the proper con- 
trols against militarism. We're all keen for that.” 
He pointed out that U.S, taxpayers are nou spending 


about $1 billion a year to make German) 
viable (capable of living). He said a good part of 


nation 


a vanquished 


this burden could be taken over by private capital—if the 


f 


ideally suited to grow, and located in the 
heart of a half-starved Middle East, could 
compete successfully with any in the 
world.”’ 

The capital for such development exists 
in Turkey today, Thornburg believes. One 
index of the amount available is the $117 
million liras) invested in 
government bonds. The Finance Minister 
gave that figure to the writers and esti- 
mated a third as much more could have 
been sold without delay. Over $100 mil- 
lion is in private savings and nearly that 
much remains privately hoarded away. 
When a forged 100 lira note made neces- 
recall of all bills of that denomina- 
100 million lira worth ap- 


> 


(332 million 


sary 
tion, nearly 
peared from nowhere 

It is natural when we think of progress 
to think in terms of washing machines and 
chrome plumbing Toilet soap can be 
manufactured in Turkey,’ Thornburg de- 
clares, ‘with substantial benefit to both 
manufacturer and consumer, as soon as it 
can be paid for.’ But always insistent on 
first things first 
with 


stream ot 


Thornburg predicts that 
intelligent main 
demand, as it swells with 


planning The 
new 
buying power, will follow the natural pat 
tern of men's wants. Food clothing, tools 


and building material will come before 
soap and this before storage batteries and 


cellophane. This principal applies regard 
t / t rt 


less of how the curve of demand may be 


skewed by thx it any particular 


time of groups with widely differing pur 
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proper incentives were provided. 


See 


a heavy percentage of Turkish money. An- 
other would be a wholly Turkish-financed 
project with an American staff. Most de- 
sirable from the view of Turkey itself is 
what would amount to on-the-job training. 

He writes: “In the long run, the best 
solution for Turkey's problems is to offer 
her own young men experience in mod- 
ern management under skilled American 
staffs, and then to permit them to exercise 
their ability not only in public employ- 
ment but also in directing the important 
role which private undertakings may play 
in developing the abundant resources of 
their native country.” This is a far cry 
from economic imperialism 

In what can be interpreted as Thorn- 
burg’s- plea that capitalistic enterprise 
clean its own house and exhibit its best, he 
declares finally : 

Among the aids which Turkey may re- 
ceive, American enterprise has much to 
offer, but if it is to be demonstrated there, 
it should show the best it can do, not the 
worst. Competition should not mean the 
extermination of the weak, but rather a 
fair chance for all, fair prices and the ab 
sence of abuses. No American enterprise 
should exercise a monopoly, either by it 
self or in combination with Turkish in 
terests. The application of capital must 
carry with it, not restrictronist practices or 
industrial warfare, but the efficient devel 
opment of resources and the provision ot 
opportunity for smaller enterprises, down 
even to the lowest level where the laborer 
can become a capitalist through wise use 
of savings from his wages. Wages, hours, 
onditions of work, housing, food and 
care of health must be such as to call forth 
the best efforts of the men 

Such is the approach that Thornburg 
believes American business can take in our 
menting Point 1V 
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POINT IV SURVEY ON COSTA RICA 

A pilot study of how a neighboring 
Latin American republic can increase its 
own economic well-being and possibly 
qualify for United States assistance under 
the Point IV program is being undertaken 
in Costa Rica by the Twentieth Century 
Fund, it was announced recently by Evans 
Clark, Executive Director of the Fund, as 
the survey “team” left by airplane for 
Costa Rica. 

Heading the team as project director 
was Stacy May, Chief Economist of the 
International Basic Economy Corporation 
and former Director of the Bureau of 
Planning and Statistics of the War Pro- 
duction Board. 

“We wish to emphasize,” said Director 
May, “that our survey is entirely unofficial 
and has no connection whatsoever either 
with government or with private business 
concerns. The project, financed by a re- 
search foundation, will be conducted in 
an impartial and objective manner. 

“We hope to show methods and pro- 
cedures that will be helpful for other 
countries, as well as Costa Rica, in carry- 
ing out the Point IV program. We won't 
make an exhaustive survey of the coun- 
try’s whole economic system, but will try 
to concentrate on the products, industries 
and resources that show the greatest pos- 
sibilities for useful development. 

“We hope to point out how some of 
the experience and technical skills avail- 
able in the United States might be used 
to help Costa Rica. Likewise, we hope to 
suggest fields of activity in which invest- 
ors of the two countries might jointly 
participate in worth-while and needed 
business enterprises.” 

Evans Clark, Executive Director of the 
Twentieth Century Fund, said he had re- 
ceived assurances from His Excellency 
Otilio Ulate, President of Costa Rica, 
that his country would welcome such a 
study and his government would be happy 
to place its facilities at the disposal of 
the research group. 

Mr. Clark also said that Nelson Rocke- 
feller, President of the International Basic 
Economy Corporation, as an evidence of 
his interest in this survey was making 
available, without charge, the services of 
IBEC’s Economist, Dr. May, on a loan 
basis to direct the project. 

In speaking of plans for the survey, 
Director May said: “Since we have access 
to a number of comprehensive and spec- 
ialized studies of Costa Rica’s economy 
made previously by other agencies and 
are assured of generous local cooperation, 
we hope to complete our field investiga- 
tion in about six weeks. After that, we 
shall prepare an analytical report to be 
published by the Fund later in the year. 

We hope our study will be of genuine 
benefit to the people of Costa Rica. We 
also hope it will serve as an example ot 
friendly cooperation in the spirit of the 
President's Point IV program for aid of 
unde rdeveloped areas, 





Legal Limitations 


On Dividends 


Harwey M. Spear 


O WHAT EXTENT are corporate officers 
T and directors legally free to follow their 
own discretion in paying out dividends ? 
Complicated legal and legal-accounting 
limitations on dividend distributions 
make it difficult to render a simple answer 
to that question. The question is of im- 
portance, nevertheless, because most states 
make corporate officers and directors re- 
sponsible for the improper payment of 
dividends. 

One accountant, testifying before a 
Congressional Committee which was in- 
vestigating corporate profits a year ago, 
referred to the stockholder as the forgot- 
ten man of modern corporate finance. An- 
other accountant, examining the leading 
steel companies, has claimed, however, 
that steel dividends paid during 1941- 
1947 were improperly paid out of capital. 
The need for higher dividends, on the 
other hand, has been emphasized as a 
means of attracting equity capital (see “To 
Pay Or Not To Pay Dividends” by W. F. 
Stanley in THE CONTROLLER for January, 
1950-—Pp. 18-20). 

In the face of conflicting claims that 
dividends are too high—that they are too 
low—and that they have been improperly 
paid—it appears appropriate to review the 
legal limitations on dividends. 

Current legal limitations on dividends 
have developed both to protect and main- 
tain invested capital, and to protect credi- 
tors in view of the limited liability con- 
cept of corporation ow nership. 

Except for specifically terminable ven- 
tures, corporations are now regarded as 
continuing businesses, with no forseeable 
termination so long as they are success- 
ful. Stockholders expect to be able to 
withdraw their individual investment 
through the sale of their particular shares 
of stock if and when they so desire. They 
also expect a return on their capital in- 
vestment, such return to come out of the 
profits from operations and not out of the 
amount of capital contributed. The aver- 
age investor believes that dividends repre 


sent business profits and not partial re- 
turns of the funds invested. Legal limi- 
tations on dividends have developed to 
protect and maintain such invested capi- 
tal. In addition, since the assets of the cor- 
poration alone are available for security 
for the payment of liabilities, the law 
seeks to provide some security for credi- 
tors by requiring the maintenance of an 
amount of assets equal to the capital of 
the corporation. 

The legal and accounting limitations on 
dividends are closely interwoven and mu- 
tually dependent. Accounting has tradi- 
tionally been in terms of the accounting 
dollar, i.e., the dollar bill. In view of the 
complexities and uncertainties involved, 
accounting has not attempted to report in 
terms of the economic or so-called “real 
dollar. If the value of the dollar never 
varied, of course there would be no prob 
lem in the measurement of capital in 
maintaining invested capital for the pro 
tection of shareholder and creditor. But 
when the value does vary, there arises the 
additional problem of whether capital is 
to be maintained in terms of the original 
dollars alone or in terms of the purchas 
ing power or economic value of 
original dollars. 
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According to one view, investors are 
entitled to protection for the purchasing- 
power value (i.e., economic value) rather 
than the monetary value of their invest- 
ment: this follows the principle that no 
income exists until proper provisions have 
been made to keep the purchasing power 
of the invested capital intact. Another 
view is that investors are interested in 
profits alone and, as long as the stream of 
revenues is maintained at a satisfactory 
level, they do not worry about whether 
their real capital is itself increased or de- 
creased. But even the latter view requires 
that the efficiency of the corporate enter- 
prise be maintained at a given level to 
continue to provide the same stream of 
profits; as the value of the dollar de- 
creases, more dollars are necessary to con- 
tinue that same level of efficiency 

Specific Legal Limitations. Long before 
our states had statutes pertaining to divi- 
dend limitations, the English common law 
had imposed certain on the 
payment of dividends. Although the cases 
dealing with the common law restrictions 
on dividends are not numerous, there is 
sufficient support for a common law rule 
that dividends can only be paid when 
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there are net profits and cannot be 
charged to capital. In addition, there is 
the common law rule regarding fraudulent 
conveyances: conveyance which is 
made at the time when a person or cor- 
poration is insolvent or which would ren- 
der him insolvent is fraudulent. This is 
not specifically a dividend rule, but it does 
apply to dividend distributions as to all 
conveyances 

Several states have no statutes relating 
to dividends, and they presumably follow 
the common law limitations. There are 
some states with dividend statutes which 
apply the common law limitations in addi- 
tion to their own statutes. 

The general form which statutory limi- 
tations on dividends have taken is ex- 
plained by the need for requiring the cor- 
poration to maintain a certain minimum 
amount of assets both to protect creditors 
who transact business with the company 
and to protect stockholders who wish to 
see the corporation continue to operate. 
By establishing a minimum capital equity 
against which no dividends may _ be 
charged, the law has sought to maintain 
the equivalent amount of assets. 

More specifically, most statutory provi- 
sions lay down one or more different 
kinds of limitation on the declaration and 
payment of a dividend distribution 
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1. Prohibition of capital impairment. 
2. Payments only when there is a bal- 
sheet excess of net assets over capt- 
tal 
3. Payments only 
profits, and 

i. Prohibition of payments u hile the 
corporation 15 insolvent, or which would 
render the corporation insolvent 


! 
when there are net 


Although dividend statutes may be di- 
vided into three categories with the first 
two above grouped into a single set of 
limitations, the four-fold classification is 
easier to follow and more precise. 

Prohibition of Capital Impairment. 
This provision which was part of the ear- 
liest common law limitations on divi- 
dends, prohibits the payment of a divi- 
dend which would impair capital. Typical 
of the capital impairment test are the pro- 
visions in the current New York and 
Pennsylvania dividend statutes 

It is clear that the statutes which pro- 
hibit the impairment of capital mean that 
sufficient assets must be maintained to 
equal the amount shown as capital. There 
has been much disagreement, however, 
concerning the meaning of “capital” in 
such statutes. The conflict has centered 
around the question of whether such 
statutes are intended to preserve assets 
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equal to the value of consideration re- 
ceived for the shares or whether they are 
intended to preserve assets equal to the 
par or stated value of the shares them- 
selves. If the value of the consideration 
received for the shares is the same or 
greater than the par or stated value of the 
shares, of course there is no conflict. But 
where, for example, a building whose fair 
value is $60,000 at the time of the trans- 
action is exchanged for watered stock of 
par or stated value of $100,000, then 
there is room in dividend law for disa- 
greement over the amount of assets that 
must be preserved in order not to impair 
capital. 

The state courts differ. Leading cases 
on this issue, however, hold that ‘‘capital”’ 
must be construed with reference to the 
value of the consideration received for the 
stock, or to what was paid in. Such a 
construction would mean in the hypotheti- 
cal case above that management must only 
preserve sufficient assets to equal the $60,- 
000 amount and could pay out dividends 
reducing assets to that point. This would 
be true even if the company recorded the 
building on its books at the inflated value 
of $100,000, rather than at $60,000, the 
latter of which, under the circumstances 
and under SEC Accounting Series Re- 
lease No. 68, would appear to be the only 
correct figure to record as the value of 
the building. 

Many states have overcome this diffi- 
culty by including in their new statutes an 
explicit definition of capital, the most 
commonly used definition being that capi- 
tal means the par value of shares having 
par value or the aggregate of cash and 
other consideration rendered as payment 
for no-par shares. 

There is a further conflict over whether 
“capital” means the amount of capital at 
the beginning of the accounting period or 
the capital at some prior time (as when 
the stock was issued). The original form 
of the capital impairment limitation only 
prohibited a dividend which would itself 
impair or reduce capital; it did not specif- 
ically provide that dividends could not 
be paid out of profits at a time when 
capital was impaired. Presumably the 
dividend could be charged to earnings 
available from the current period even 
while capital remained impaired as the re- 
sult of a previous deficit 

It has sometimes been held, however, 
that a statute which prohibits a dividend 
which itself impairs capital also prohibits 
a dividend out of earnings while a capital 
deficit from prior periods exists. Under 
such an interpretation courts have re- 
quired that earnings be applied against 
the impairment before earnings can be 
used for dividends. A New York court 
similarly has said in dictum that the ob- 
ject of a provision against capital impair- 
ment is to prevent the reduction of ‘the 
value of its assets below the sum limited 
for its capital in its charter.’ The prohibi- 





tion is of course more specific when, in- 
stead of stating that no distribution can 
be made which “would impair capital,” 
the capital impairment limitation reads 
that no distribution can be made ‘while 
capital is impaired.” 

Under interpretations requiring an ex- 
isting deficit to be offset before a divi- 
dend can be paid, the capital impairment 
test becomes the test of comparing assets 
to liabilities and capital on the balance 
sheet. Such a comparison is similar to the 
balance sheet excess test, which is in terms 
of a surplus of assets over liabilities and 
capital. 


Balance Sheet Excess. As used in its 
purest context, this limitation prov ides 
that no dividend may be paid except 
when there is an excess of assets over lia- 
bilities plus capital. Ohio and a few other 
states use this balance sheet excess test as 
the sole limitation, while Delaware and 
some other states use it as one of a set of 
limitations. 

It is quite common to think of the capi- 
tal impairment test and the balance sheet 
excess test as one single dividend limita- 
tion test. But they need not always be the 
same, and it makes a difference that caps- 
tal impairment phraseology is used in cer- 
tain states (like New York and Pennsyl- 
vania) while balance sheet excess phrase- 
ology is used in other states (like Dela- 
ware and Ohio). 

The same problems concerning the 
definition of capital are present in the bal 
ance sheet excess test as in the capital im- 
pairment test, and they have been handled 
similarly for both types of statute. Fur- 
thermore, it must be noted that the deci- 
sions of many state courts go beyond 
sound accounting practice as to the valua- 
tion of assets, as to unrealized apprecia- 
tion, and as to goodwill. 

Conservative business practice would 
require valuing assets at actual cost less 
depreciation. Quite often corporations 
purchased assets many years ago, and 
their value has greatly increased during 
intervening years. In the New York case 
of Randall v. Bailey, the court held that 
directors may consider unrealized appre- 
ciation in valuing assets for dividend pur- 
poses. It is to be noted that this New 
York case involved a statute which per- 
mitted a dividend when there was a bal- 
ance sheet excess of assets over liabilities 
plus capital, and the principle is presum- 
ably limited to states with such statutes 
Courts have refused to permit unrealized 
appreciation to be considered as part of 
profits, however, where corporations have 
sought to pay dividends under statutes re- 
stricting dividends to “‘profits arising 
from the business’ (to be discussed as the 
third limitation, below). 

Regulatory commissions have sought to 
separate intangible assets from tangible 
assets in valuing assets for the purpose of 
a utility rate base. Courts, on the other 


THE WHY OF “EXTRAS” 


With extra or special dividend payments becoming al- 


most as regular as regular dividends during the past decade, 
the official publication of the New York Stock Exchange, 
The Exchange, explains that the payments resulted because 


companies paying regular dividends for three quarters de- 
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termined the complete extent o 


f their net income near the 


end of the fiscal year rather than earlier, for these reasons: 


1. Companies are in the dark on profits in some years be- 


cause of tax angles. 2 


Many companies have been forcea to 


draw on profits for capital needs. 3. Depreciation reserves 


have added a factor of uncertainty 


hand, have permitted the inclusion, for 
dividend purposes, of intangible assets 
where acquired in an arm's length trans 
action. Thus, traditionally, courts have 
allowed goodwill as an asset in cases 
where it was acquired by purchase 
merger, or consolidation. When goodwill 
is so acquired, its value may be determined 
as the difference between the fair ap 
praised value of the tangible assets and 
the purchase or merger price. Self-de 
veloped goodwill, however, may be a dif 
ferent matter. Courts have disclaimed its 
inclusion as an asset. Yet self-developed 
goodwill could exist as an asset with a 
real measurable value, e.g., goodwill 
built up by a corporation through its years 
of existence by the expenditure of large 
sums of money on advertising or other 
customer relations; even though charged 
to annual operations, such expenditures 
might be directly responsible for long 
term growth in goodwill. 

In the Randal/ case just mentioned, the 
court noted that, in organizing 1n 1902, 
the corporation issued $3 million in stock 
for goodwill, which goodwill was prob- 
ably not worth the entire $3 million at 
that time. Because, however, the goodwill 
of the company had by 1928 grown to 
such proportions as would justify a valua 
tion of $3 million between 1928 and 
1932 (the dividend period involved), th« 
New York court permitted the inclusion 
of goodwill of $3 million as a 1928 asset 
Although this is not the same as permit 
ting the inclusion of self-developed good 
will without any original entry, the Ran 
dall case may become a basis for justifying 
some part of self-developed goodwill as 
an asset for dividend purposes under the 


balance sheet excess test 


Net Profits 
the capital impairment limitation or the 
balance sheet excess limitation also use the 
net profits limitation. In its strictest appli 
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cation, this limitation that no 
dividend may be declared except when 
there are net profits arising from the cur 
rent year. In this form the limitation is 
used in Texas. In most other states where 
it is used, it is combined with either the 


re quires 


capital impairment or balance sheet excess 
test; in some states the net profits test is 
limited by one of these other tests, while 
in other states it is an alternative with 
these other tests. 

Statutes limiting the payment of divi- 
dends to profits without any other stated 
limitation are the oldest form of dividend 
limitation both in England and in this 
country, and were the most common pro- 
vision of early corporate charters. It is 
clear from the earliest law that, in a statute 
which mentions no other source, the pro- 
vision that payments may be phones. to 
profits means that no distribution can be 
made if there are no profits 

Under provisions similar to those of 
the New York Act of 1825 (‘payment 
out of surplus profits arising from the 
business”) there is a question whether 
profits’ means accumulated 
earned surplus or merely current profits. 
Where the test is “surplus profits,” it 
would seem that the statute means accumu- 
lated earnings; hence where there is a defi- 
cit one year and profits the next, the deficit 
would first have to be offset by profits be- 
there could be any accumulated 
profits for dividends Typical of the net 
profits test are the provisions of the cur- 
rent New Jersey and Delaware statutes 

There is no simple definition of ‘‘net 
profits’ or Many different fac- 
tors affect the measurement of profits, and 
it is not the intent of this article to dis- 
cuss all the problems involved. Account- 
ants and most courts would refer to the 


surplus 


fore 


income.’ 


profit and loss statement. The Delaware 
court has suggested that profits relate 
only to earnings over and above capital as 
shown on the balance sheet by surplus. 


MAY 1950 





209 





The most generally accepted view is that 
“profits” mean current earnings. 
Delaware got around some of the prob- 
lems of defining ‘‘profits’ by amending its 
statute in 1929 to provide that dividends 
might be paid either when there are net 
profits for the current or preceding year 
or when there are net assets in excess of 
capital. Under the Delaware statute it is 
clear that net profits and balance sheet 
excess are alternatives, and dividends can 
be paid when there are net profits even 
a capital impairment. 
Does that leave any real limitations on 
dividend payments in Delaware? The 
only restriction, if there are profits for the 
current or preceding year, is the one relat- 
ing to the claims of preferred security 
holders. Delaware's statute provides that 
no dividend shall be paid which shall im- 
pair assets below the amount of assets 
equal to the capital represented” by the 
preferred shareholders. It should be noted 
that the phrase “capital represented by 
the preferred shareholders” appears to 
mean the original capital of such share- 
holders; thus, where the par value of pre- 
ferred stock is reduced in recapitalization, 
the term “capital” would still mean the 
original capital and not the new lower par 


though there is 


value 
In other words, where 
poration has pre ferred shareholders, then 


a Delaware cor- 


profits can only be paid out to the point 
where the net assets remaining equal the 
capital of such shareholders; but if it has 
no preferred stockholders and no bond- 
holders, then under Delaware's statute it 
can pay out all its profits in a good year 
even to the exhaustion of its capital, with 
the possible exception that the snsolvency 


limitation might apply. The provisions of 
the current California statute are similar 
in many ways to those of Delaware. 


Insolvency. At common law there was a 
principle that a conveyance made without 
consideration by a person who is or will 
thereby be rendered insolvent is fraudu- 
lent; this doctrine is embodied in the 
Uniform Fraudulent Conveyances Act 
adopted in many states. At common law, 
“insolvent” meant inability to meet debts 
as they came due, and this definition was 
the accepted one in the earliest American 
dividend statutes using the insolvency 
test. Since rights under the fraudulent 
conveyance doctrine of common law were 
enforced in equity, the definition of “in- 
solvency” that said it meant inability to 
meet one’s debts as they matured became 
known as the “equity” definition of in- 
solvency. 

The first American state to adopt this 
dividend limitation was Massachusetts in 
1830, with a statute making directors li- 
able for paying dividends when the cor- 
poration is or thereby becomes insolvent. 
Numerous other states have copied these 
provisions. Some states have combined the 
insolvency test with the capital impair- 
ment test, while other states have com- 
bined it with the balance sheet excess test. 
The “Model for State Business Corpora- 
tion Acts’ of the American Bar Associa- 
tion has the latter dividend limitation 
combination. The svso/vency test also ex- 
ists as the common law test in many other 
states which have not specifically enacted 
it or changed it. 

Many states that do not have the im- 
solvency test explicitly in their statutes 
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have adopted the Uniform Fraudulent 
Conveyances Act which renders fraudulent 
and void a conveyance without considera- 
tion by a person who is or thereby will be 
rendered insolvent. Such fraudulent con- 
veyance statutes would apply to dividend 
distributions even though not explicitly 
included as part of the dividend statutes. 
Some courts have held that even the com- 
mon law fraudulent conveyance doctrine 
applied to dividends that resulted in in- 
solvency where the state had a dividend 
statute that did not mention the jnsol- 
vency test. 

In the National Bankruptcy Act of 
1898 Congress declared that a person or 
corporation would be rendered insolvent 
and hence bankrupt if the total assets 
were insufficient to meet total liabilities. 
This was a new and added definition of 
“insolvency” and became known as the 
“bankruptcy” definition of the word be- 
cause of its origin. 

Soon after passage of the National 
Bankruptcy Act of 1898, Massachusetts 
amended its dividend statute to prohibit 
a dividend “if the corporation is, or 
thereby is rendered, bankrupt or insol- 
vent” (italics added). It seems clear that 
Massachusetts intended to continue to use 
the “equity” definition for ‘insolvent’ 
and added the word “bankrupt” in order 
to include the new condition described in 
the Bankruptcy Act of 1898. Where stat- 
utes provide that dividends are illegal 
which render the corporation “bankrupt 
or insolvent,” there is no problem about 
the definition of “insolvency”; it could 
mean only inability to meet one’s debts as 
they mature per the old “equity” defini- 
tion, for to give it any added definition 
would render the word “bankrupt” mere 
surplusage. 

But there still remains the problem of 
construing the word “‘insolvent’’ when it 
appears alone in a dividend statute. If the 
insolvency limitation is supplemented by 
either the capital impairment limitation or 
the balance sheet excess limitation as it is 
in the Model Corporation Act, then it 
seems clear that only the “equity” defini- 
tion is meant, for otherwise the capital 
impairment or balance sheet excess test 
would appear to be redundant. 


Federal Regulatory Commission Limi- 
tations, There are express federal regula- 
tions regarding dividends, notably the 
Public Utility Holding Company Act of 
1935. Section 12 (c) of the act author- 
izes the Commission to pass upon divi- 
dends of both parent and subsidiary. The 
Commission may promulgate such rules, 
regulations, and orders as it deems neces- 
sary to protect the financial integrity of 
the companies, to safeguard the working 
capital of the public utility companies, 
and “‘to prevent the payment of dividends 
out of capital or unearned surplus.”’ Rule 
U-46 of the and Exchange 
Commission pursuant to Section 12 (c) 
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requires that the approval of the Com- 
mission must be obtained for all pay- 
ments of dividends “‘out of capital or un- 
earned surplus.”’ Thus, in effect, Congress 
has suggested that payment of dividends 
be prohibited from capital or unearned 
surplus. 


Effect of Changing Price Levels. As 
pointed out at the outset, it would be pref- 
erable for accounting purposes if the 
unit of accounting, the monetary dollar, 
did not vary in value. But it does vary in 
value, and all the dividend law considered 
above must be examined in the light of 
the changes. 

Dividend law is well settled that in de- 
termining the amount of net income avail- 
able for dividends or in determining 
whether or not capital has been impaired 
by a dividend, depreciation must be taken 
into account. There is, however, no clearly 
established case law on the subject of the 
proper base for depreciation deductions 
for dividend purposes. The underlying 
problem is whether depreciation should 
be figured upon original cost or current re- 
placement cost for dividend purposes 

There have been several courts that 
have held that depreciation must be con- 
sidered with special reference to its rela- 
tion to dividend limitations 

No state has yet held specifically that 
adjustments for inflation or the changing 
price level must be made before dividends 


may be declared. New York and New 
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Jersey are the only states that have as yet 
given any remote indication in their case 
law of the possibility of requiring adjust 
ments for inflation or changing price 
levels, and these two states have not as yet 
set up definite requirements to this effect. 


Other Considerations. The effect of the 
changing value of the dollar on the cor 
poration’s financ ial position should not be 
disregarded by management merely be 
cause state dividend laws have not as yet 
made any required adjustments. As a mat 
ter of financial policy, corporate manage 
ments might well consider the effect of 
changing price levels on their businesses 
and might well provide for the replace 
ment of plant and equipment as it be 
comes necessary to retire given units. The 
undiminished purchasing power of capital 
will have to be maintained in order to con 
tinue the efficiency of operation 

Depreciation accounting will have pro 
vided sufficient charges against operations 
to approximate the original cost of the 
unit. But where the new replacement does 
cost more than the depreciated cost of the 
original unit of plant or equipment be 
cause of inflation, might 
well earmark more equity than the orig 
inal cost of the retired unit. It should ob 
tain this added increment either from out 
side financing or by setting aside from the 


management 
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earned surplus available for dividends an 
amount equal to that increment. Although 
economists and some accountants would 
have this job of earmarking equity ac- 
complished by increasing depreciation 
charges, such adjustments would better be 
made as financial appropriations on the 
surplus statement. 

In formulating its dividend policy un- 
der the conditions of changing price levels, 
management should realize that the extent 
to which the net earnings should be dis- 
tributed among the shareholders depends 
largely upon the company’s need for ac- 
cumulated reserves to strengthen its credit, 
to increase its working capital, to carry 
out a projects of expansion, 
or to regi € contingencies against future 
hazarc 

Management's responsibility for con- 
tinued corporate efficiency makes advisable 
the practice of appropriating from earned 
surplus such provisions as compensate for 
changes in the price level. The corpora- 
tion's welfare will best be served by fol- 
lowing the soundest financial policies and 
by making special appropriations for 
higher replacement costs before dividends 
lared 
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ORE THAN 25 MILLION workers have 
M been directly involved in strikes since 


1937, according to an analysis by the Na- 
tional Industrial Conference Board. They 
spent about a third of a billion man days 
away from their jobs because of strikes 
and forfeited about $3 billion in wages 
alone. The direct loss to workers on strike 
amounted to at least $25 million in wages 
each year since 1937, according to the 
analysis 

Even during 1943 and 1944, when pa- 
triotism, government intervention and 
public sympathy tended to reduce the 
number of strikes, losses accruing 
from strikes totaled more than $100 mil 
lion and $70 million respectively in the 
two years. An increase in strike idleness 
since the end of the war, combined with 
the higher hourly wages paid to workers, 
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prehensive estimates. An estimate of the 
total cost of strikes (direct or indirect) 
would require calculating the pyramidal 
production, distribution and consumption 
loss on a net basis. 

An acceleration of activity in an indus- 
try because of a strike in another industry 
must be considered an offset to the losses 
incurred by the striking industry. Avail- 
able statistics provide little of the data 
needed for such estimating, it is stated. 

Against that background—and the an- 
nouncement of a study in this field! by 
Controllership Foundation—it is under- 
standable that many companies are calling 
on their controllers for help in present- 
ing the facts and figures in union nego- 
trations as to pension plans, seniority, 
overtime, wage statistics and other aspects 
of collective bargaining. 

The need for financial and 
know-how when dealing with present- 
day labor issues is increasingly recognized 
As Roy L. Vickrey stated recently before 
the Kansas City Control of the Controllers 
Institute The man is trained to 
handle figures is an essential part ot the 


acumen 


who 


bargaining group. He should not be ex- 
pected to do the actual negotiating; that 
is the function of the personnel manager 
and of the attorney experienced in labor 
relations.’ 

But the 
at ti and fig 
ure ecki igures presented 
union demand 

Unions have statisticians who compile 
and provide statistics, facts and figures as 


MAY 1950 





ammunition for bargaining. They are hir- 
ing top-notch legal and accounting talent, 
and are also sending their officers to 
school. During the summer of 1949, the 
CIO ‘‘graduated” over 5,000 of its officers 
from special courses in labor relations 
held by various universities throughout 
the country. 

In spite of this,’ Mr. Vickrey points 
out, “many employers still think that the 
owner, president or some other executive 

alone and unaided—can bargain a con- 
tract with the union. In many cases such 
othcers have only limited experience and 
little, if any, knowledge of the law gov- 
erning industrial relations. Is it any won- 
der that management complains it is get- 
ting the short end of the deal ?” 

The controller's assistance should be of 
special value with regard to pensions, 
group insurance and other welfare plans, 
Mr. Vickrey commented, because he is 
the one who can determine and explain to 
management what a particular plan will 
cost the company, and what its effects may 
be. 

Touching on the subject of current dif- 
ficulties involved in labor negotiations, the 
speaker made the following observations: 

The wage statistics compiled by the 
U. S. Department of Labor do not include 
the costs of fringe issues, but only the ac- 
tual hourly wage. This is misleading, to 


FACTS AND FIGURES FOR COL- 
BARGAINING: THE CONTROLLER'S 
LABOR NEGOTIATIONS, 4 project of 
ership Foundation, Inc., will be avail- 

near future. Preliminary details of 
this fie study nducted jointly with the 
New York State School of Industrial & Labor 
Relations, appeared in the February issue of 
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some extent, to employers who are un- 
aware of the fact. According to a survey 
by the Chamber of Commerce of the 
U. S. A., the cost of fringe benefits 
amounts to 15.4 percent of the total wage 
bill. In money terms, that would be ap- 
proximately 20.5 cents an hour, or $424 
per year per employe. 

“Some employers who are reducing 
their labor forces are running into all 
kinds of trouble because of the seniority 
provisions in their contract. Some of these 
companies have tried to retain key _—_ 
nel, and others have sought to reduce su- 
pervisors and others to the ranks in order 
to keep them on the payroll, only to dis- 
cover that such employes would thereby 
lose their seniority rights. In some in- 
stances, employers who were forced by 
wartime manpower shortages to take on 
inferior men now find they must lay off 
good workers and retain the poor ones. 
But other employers whose seniority pro- 
visions are better-worded, have been able 
to keep many of the better men. 

“One employer's contract eliminates 
seniority on many key positions, so that 
the occupant of such a job cannot be 
‘bumped’ by another employe possessing 
greater seniority. Another employer has a 
contract which provides that employes, 
when laid off, must report to the employer 
every 30 days in writing of their avail- 
ability to work. This firm recently laid off 
350 employes, but over 90 — of 
them have failed to report, and have now 
lost their seniority. The company is now 
in a position to rehire the good workers 
among the former employes and eliminate 
the poor ones.” 


Firing: Who, When, Hou 

One of the most serious questions con- 
fronting management today, Mr. Vickrey 
added, is when and under what condi- 
tions an employe may be fired. 

“Management's right to hire, fire, or 
reduce the working forces and to direct 
the flow of work through the plant has 
been seriously whittled away by the courts 
and government boards,” he declared. 

The NLRB is regularly forcing employ- 
ers to reinstate employes who have been 
fired, and to pay them back wages. The 
total exceeds many millions of dollars. 
Experienced employers, when firing an 
employe, are now making certain to lay 
the groundwork for proving to the Board 
that he was fired for just cause and not 
for union activity. 

“When the employer is engaged in 
interstate commerce,” Mr. Vickrey con- 
cluded, “overtime must be carefully 
watched. If an employe is allowed to 
work overtime without receiving overtime 
wages for such work, the employer is sub- 
ject to severe penalties. Employers can no 
longer afford to take the chance of permit- 
ting an employe to remain on the work- 
ing premises before or after working 
hours, and must also make certain that no 
employe does any home work without the 


supervisors knowledge. Otherwise the 
company may be subject to heavy penal- 
ties.’ 


Pension Angles 

Mr. Poole also spoke favorably of the 
controller's contribution to labor nego- 
tiations, especially in the matter of pen- 
sions. “A wise management,” he admon- 
ished, ‘has always sought the services and 
counsel of its controller to analyze the ef- 
fect of traditional labor demands on the 
employer's financial structure. 

“With the advent of employe retire- 
ment and welfare plans, it seems clear that 
the controller's special talents and training 
are admirably suited to make even greater 
contributions. The necessity of bargain- 
ing over pension plans will draw the con 
troller much closer to the actual bargain 
ing process than has been the case in the 
past. 


The translation of certain pension ben- 
efits into terms of cost to the employer 
and the immediate appraisal of the effect 
of such costs on the business are functions 
for which the controller is well qualified. 
Although the detailed computation of 
translating retirement benefits into costs 
must of necessity be made by actuaries, 
the controller will be called upon to an- 
alyze and evaluate the interplay of vari- 
ous costs under the many possible combi- 
nations of retirement plans and their ef- 
fect on the employer.” 

Devoting the remainder of his address 
to the problems involved in planning and 
setting up a pension plan, the speaker at 
the Milwaukee meeting weighed the ad- 
vantages of contributory versus non-con- 
tributory plans, and said that the greatest 
part of bargaining time will relate to the 
type and amount of benefits. 


WAGES AND BENEFITS IN 1949 
576 UNION CONTRACT NEGOTIATIONS, JANUARY 1-DECEMBER 31 


PER CENTOF TOTAL 


COwrRact EXTENDED 
FOR SHORT TERM 


NO FRINGE Irems ~~. 
OR WAGES 


124 comtencts ~ 


215% 











Fringe” benefits, or nonmonetary increases in 
compensation, overshadowed money wage in 


3 fair margin among the 576 union 


creases Dy 
negotiations in 1949 that were studied by The 
Conference Board. 
pensions, insurance, more holli- 


National [Industrial These 


fringe benefits 


days, and lon jer vacations—oppecred in nearly 


THE CONTROLLER 


) 


258 
COmTRACTS, 
48% 





} 

} 
Fete: 

L 
half of the new contracts. Wage increases ap- 
peared in about two fifths. No gain of either 
kind was secured by the union in more than 
1 quarter of the contracts, In manufacturing, 
the fringe benefits predominated, while in non- 
nufacturing the wage increases stood out. 
1950 National Industrial Conference Board 
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“The recent agreements in automobile 
and steel represent the two basic types 
of retirement benefits currently sought by 
organized labor,’’ he declared. ‘The Ford 
plan provides a flat benefit of $100 a 
month, including social security, regard- 
less of compensation, for all employes 
with 30 or more years of service. The 
Bethlehem Steel plan is of the unit bene- 
fit type—one per cent of average compen- 
sation multiplied by the number of years 
of service (less social security) with cer 
tain minimum benefits provided. In both 
such plans, benefits are reduced by the 
amount of primary social security pay- 
ments received by the employe. 

“This reduction feature is common to 
most demands of unions for private pen- 
sions. It is designed to make it financially 
attractive for business to join with labor 
in pressing for an inc reased federal social 
security program This advantage is cre- 
ated not only because the cost of pensions 
under private plans decreases as social se- 
curity increases, but also for the reason 
that social security is supported in part by 
employe contributions.’ 


Flat vs. Unit Benefits 

When deciding whether to choose a flat 
benefit plan or a unit benefit plan, Mr. 
Poole advised, the employer should con- 
sider the following employment factors: 


1. Level of wages in the particular 
plant as compared to the rest of in- 
dustry ; 

Average age and length of service 
of employes cov ered; 

Desirability of separate plans for 
union and non-union personnel. 


A pension problem which Mr. Poole 


singled out as “troublesome’’ is that of 


vesting, i.¢., the poncats under which a 
person leaving the a 5 oy of the company 
does not lose the funds contributed on his 
behalf, but may, at a designated time, re- 
ceive either immediate payments or a 
reduced pension at retirement age. Other 
phases of vesting involve death benefits 
and earlier retirement for disability or 
long years of service. 


eer een sek ee _— eS em 


known variously as ‘gains,’ ‘forfeitures’ 
and ‘recaptures.’ When an employe leaves 
prior to retirement, the pension fund 
gains to the extent of the amount contrib- 
uted on behalf of such employe which 
will not be used because he has not re- 
mained with the employer until retire- 
ment. Normally, such gains or recaptures 
have gone toward the reduction of the 


“If the only basis management can conceive for employe 
loyalty and cooperation is the pay envelope and the short 
work week, there can never be enough money or short 


enough hours to do the job. Management must have a 


firmer basis on which to build effective working relation- 


ships.” 


JAMES (C WORTHY, 


personnel 


staff, Sears Roebuck, in 
Harvard Business Revieu 
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Vesting Problems 

“The answer to the problem of whether 
there should be vesting,” the speaker de- 
clared, “would seem to depend on exactly 
what the employer or the union is trying 
to accomplish. If the intention is to pro- 
vide security for the employe in his old 
age under a true retirement prince iple, then 
vesting prior to retirement 1s a costly non- 
essential. If, on the other hand, the aim 
is to provide an employe welfare or sav- 
ings plan, then the worker should be per- 
mitted to withdraw those amounts con- 
tributed for him at the time of termina- 
tion of his employment prior to retire- 
ment. 

‘In discussing the matter of vesting 
with the union, negotiations will be con- 
cerned with what disposition shall be 
funds which are 


made of non-vested 


vas 


THIS PAPER is a digest of 
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Poole and Roy L. Vickrey be- 
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sas City Controls of the Con- 


trollers 


Institute of America. 


We felt the subject would be 


most timely for our readers, 


JAMES |. POOLE 


too. A word about these men: 


ROY L. VICKREY 


MR. VICKREY, a practicing lawyer in Kansas City since 1922, has for the past 
ten years advised employers in the Metal and Electrical Trade Industries in the 
Kansas City trade territory on labor problems and has represented them in the 
negotiation of individual and group contracts with the various unions. 

MR. POOLE, a Milwaukee, Wisconsin, attorney specializing in labor rela- 
tions and employe benefit plans, is a partner of Miller, Mack and Fairchild 
and a member of Milwaukee Bar Association, State Bar Association of Wiscon- 
sin, American Bar Association and American Judicature Society. 
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next year's cost of the plan. Such is the 
present requirement of the Treasury De- 
partment. 

“If the negotiation of the pension plan 
is approached from the standpoint of a 
certain cost per hour, rather than the ben- 
efits to be provided under the plan, then 
it must be remembered that recaptures op- 
erate to reduce the actual cost to the em- 
ployer below such agreed amount. So, al- 
though the employer may agree at the out- 
set to contribute to a pension plan an 
amount of 10¢ per hour, he may find 
that, after a few years, such cost has been 
reduced to 7¢ or 8¢ per hour by the gains 
resulting from employe turn-over, or bet- 
ter experience in mortality or greater in- 
terest earnings. Certain unions have flatly 
refused to accept any plan unless such 
gains are used to increase benefits, rather 
than to reduce the employer's future costs. 

“This is an extremely knotty problem. 
One thing is clear, however—the exist- 
ence of this problem indicates the desira- 
bility of negotiating benefits rather than 
cost.” 

The presence of multiple unions adds 
complexity to the pension problem, Mr. 
Poole pointed out, because the question 
arises as to whether there should be one 
plan for all employes, irrespective of bar- 
gaining units, whether there ‘should be 
separate plans for each unit, or if some 
combination should prevail. The speaker 
expressed a preference for a single plan 
covering all employes, but indicated one 

practical disadvantage,’ namely, that 
each individual union will demand repre- 
sentation in administering the plan. 

“The widespread publicity accorded 
pension plans, and the startling rate at 
which such plans are being adopted, re- 
quire every employer to study his own re- 
tirement situation,’’ Mr. Poole concluded. 
“The employer will draw heavily upon the 
controller in making his pension study, 
and the controller must prepare himself 
to become rather expert in this new area 
of labor-management negotiations.” 
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.M.C.C. Integrates Accounting Conference 
with Annual Meeting of Controllers Institute 


The idea of company controller conferences is growing. 
We previously reported a similar event held by General 
Aniline and Film Corporation, New York (THE CONTROL- 
LER, September, 1949), as well as covering the case history 
of a company controller conference held by General Foods 
Corporation (article by Wayne C. Marks, Controller of 
G.F.C., New York, in THE CONTROLLER, January, 1948). 

The most recent G.F.C. conference was held on March 
27-29, 1950. It covered such subjects as The Controller and 


His Staff, Marketing the Controller's Product, and What 
Should Be Controlled. Speakers were drawn both from the 
company and outside organizations. The conference was 


under the general supervision of Mr. Marks. 


As a supplement to the article by Wy- 
man P. Fiske in our January 1950 tissue 
cs Vakine the Vost if Your ¢ ontroller’s 
Conference’, p. 21), readers of THE 
CONTROLLER will be interested in the 
nferences of Inte r- 
national Chemical Cor pora- 
»f Chicago. The most recent, held in 


f raf 
fame time as the 18th 


company accounting « 
Minerals & 
£10Nn, 
San Francisco at the 
Meetin f the Controllers Insti- 
tute in September, 1949, was attended by 
twelve of the firm’s key men. EDWARD 
TUBBS, Comptroller of 1.M.C.C. reports: 


Annual 


* # + 
The started on 
Sunday, September 25, 
on through Saturday, October 1. 


company mectings 


and continued 
Our 
meetings were integrated with the Con 
trollers Institute meetings in a manner 
affording us an opportunity to review 
and discuss what was heard in the In 


stitute sessions. These review discus 
sions developed some very interesting 
commentary and generally were quite 
helpful to all of us. Needless to say we 
all came away from our conference satis 
fied that and every had ob 
tained substantial benefit 
The next company 
scheduled for Chicago in September, 


1950, and our meetings again will be 


each one 


conference 18 


integrated with those of the Controllers 
Institute 

Our first Controllers Conference was 
held in Chicago in the spring of 1943 
Thereafter such conferences were held 
in Chicago each year through 1947 

The primary 
ferences was to bring together the per 


purpose of these con- 
sons having charge of the accounting in 
the field 


various accounting functions in Chicago 


with those in charge of the 


Our discussions generally were limited 
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to company matters and were carried on 
entirely by company personnel. 

When we were discussing the timing 
and programming of the 1947 conference, 
the writer conceived the idea of holding 
it in Chicago at the same time as the 
Annual Meeting of the Controllers In 
stitute. This we did, and while our men 
were in Chicago for the company con 
ference they also attended a number of 
sessions of the Controllers Institute 
meeting. Our principal thought was to 
expose these men to speakers and sub- 
unable to hear 


jects which they were 


in the more or less remote locations in 
which they regularly work. 

The results were quite gratifying; 
however, after our own meeting was 
over, it appeared to me that we could 
have obtained greater benefit from our 
group's attendance at the Institute's 
meetings if we had had among ourselves 
a round table discussion of the subjects 
covered at the Institute’s sessions. Ac- 
cordingly such a discussion was immedi- 
ately set up to be placed on the program 
for our next meeting. 

Because of our substantial construc- 
tion program and other matters we were 
conference for 
have 


unable to schedule a 
1948, which if scheduled would 
been held in New York. 

In closing I would like to tell you 
that our regular monthly profit and loss 
statements are ready for our manage- 
ment on the 12th or 13th of each month, 
without early cutoffs on any phase of 
the accounting work. Considering the 
size of our company and the fact that 
we have 52 outside accounting locations, 
we justly feel proud of this accomplish- 
ment. We do believe that our annual 
conferences have been a prime factor in 
fast, accurate reporting. 
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ABOUT THE BOOK 


OP MANAGEMENT ORGANIZATION AND 

CONTROL* is generally considered to be a land- 
mark in the literature of management. There are good 
reasons why this should be so. In the first place, the 
study was aimed at the more important problems of 
organization and control facing top management. The 
success of a business depends in large measure on how 
effectively its top management functions. In turn, the 
success of the enterprise system is closely linked with 
top management's level of performance. 

A second reason for the success of this study is that 
it is firmly rooted in the experience of leading com- 
panies. Thirty-one “blue chip’ companies were care- 
fully studied in order to ascertain the general pattern 
of present-day ‘“‘good’’ management. The aim of the 
study was “to record what seemed to be the most effec- 
tive and generally applicable plans and devices found 
among the thirty-one participating companies for meet- 
ing their more common management problems, and to 
present them in a way that each company can check its 
own practices by them, and can take advantage, accord- 
ing to its own needs and inclinations, of such sugges- 
tions for the further strengthening of its own manage- 
ment plan.” 

In brief, this report has become a landmark because 
many companies have been able to put its findings to 
work. 

Many of the research studies undertaken by the Con- 
trollership Foundation have dealt in a more detailed 
fashion with some of the management problems high- 
lighted in this book. Since this book focuses on princi- 
ples and Foundation reports have tended to emphasize 
company experiences, the two complement each other. 
For that reason reference is made to Foundation reports 
at places throughout the digest. 
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TOP MANAGEMENT ORGANIZATION 
AND CONTROL 


by Paul E. Holden * 


Lounsbury S. Fish * 


PART A 


Hubert L. Smith 


Summary and Conclusions 


OW DO TOP LEVELS of management function? 
How are policies formed? How is authority del- 
egated? How is control effected? How are departmen- 
tal or divisional points of view harmonized? How are 
results measured? This report is concerned with these 
fundamental problems of top management and the 
means by which these common problems are being met 
in a selected group of 31 large industrial enterprises. 
Top management, as used in this study, includes 
three groups of executives. These are (a) the Board 
of Directors, (b) general management, consisting of 
those executives who are concerned with the business 
as a whole, and (c) divisional management, compris- 
ing those executives who are directly responsible for 
the major departments, divisions, or subsidiaries of the 
company. Upon the vision, farsightedness, and re- 
sourcefulness of this small top group largely depends 
the success of an enterprise. 
The primary responsibilities of top management are 


to provide: 


Farsighted planning and clarification of objectives, 
visualizing the needs of the business and determin- 
ing its most advantageous future course. 

A sound plan of organization, enabling all of its 
parts, individually and collectively to function most 
effectively in reaching the common objectives. 

Fully qualified personnel in all key positions, in- 
suring each individual's proper contribution to the 
whole program. 

Effective means of control, permitting top execu- 
tives to delegate wide responsibility and authority, 
thereby freeing themselves of administrative detail 
in order to concentrate on broad planning and di- 


rection. 


Out of this research study have come certain definite 
impressions as to how top management is taking steps 
to fulfill most effectively its basic functions. This di- 
gest will attempt to epitomize the foremost thought 
and practice found among the participating companies 
for meeting the major needs and problems in this field. 
Somewhat less emphasis will be placed on organiza- 
tion practices and correspondingly more on control 


practices than is found in the book because of the con- 


4 


troller’s responsibility for providing top management 
with the tools of control. 


Farsighted Planning and Clarification of Objectives 


Nothing about an organization is more important 
than its future. Owners, management, employes, and 
society in general are, or should be, more concerned 
about where a company is going than where it has 
been. In any institution, the responsibility for visual- 
izing, initiating, and achieving future objectives rests 
with its top management. The more specifically the fu- 
ture course of a company is conceived and defined, the 
more likely is its realization, One of the greatest needs 
observed during the course of this study is for more 
adequate planning and clarification of future objec- 
tives, both near-term and long-range. 


Near-term Objectives: 

Of the companies visited about half pre-plans in de- 
tail some or all operations for periods up to a year in 
advance. A few companies have fully-integrated sys- 
tems whereby every department and agency establish 
definite objectives covering not only income and ex- 
pense items, but all improvements, betterments, and 
contemplated changes of every nature. 

Near-term decisions, however, need to be coordi- 
nated and directed toward long-range objectives in re- 
gard to such matters as: 


Major changes in markets 

Important changes in the line of products 

Major changes in or expansion of facilities 

Financial requirements, capital expenditures, re- 
serves, etc. 

Major personnel changes 

Basic changes in the organization structure 


Long-range Objectives: 
§ & 


Two of the companies which have outstanding plans 
of management establish their objectives five years 
ahead. Such long-term objectives are necessarily tenta- 
tive, subject to modification as time and circumstances 
require, but they are invaluable as guide-posts to as- 





Top MANAGEMENT ORGANIZATION AND CONTROL 


sure the proper orientation, consistency, and reason- 
ableness of the definite near-term planning. 

As a rule the projected future plans are based upon 
estimates of expected sales volume, tempered by gen- 
eral economic forecasts. Able economists and well- 
qualified statistical agencies develop and correlate this 
information. 

Several companies have been able to stabilize oper- 
ations and employment to a substantial degree through 
the planning process. 

In general, the successful experience, which so many 
companies have had, and the value they derive from 
long-range planning suggest a wider adoption of the 
practice by companies not now following this plan. 

The lack of adequate planning frequently results 
from the fact that top executives are too preoccupied 
with matters of a current nature to concentrate upon 
the future needs of the business. In addition they often 
fail to stimulate and utilize the best thought and as- 
sistance of their organizations in formulating sound 
plans, policies, and objectives. 

Before top management can find enough time for 
the planning of objectives and be assured that those 
objectives will be met, it must: 

Devise a sound plan of organization 
Have fully qualified personnel in all key positions 
Institute effective means and methods of control 


A Sound Plan of Organization 


Top executives, no matter how competent, cannot 
function to full effectiveness without a sound plan of 
organization. A well-conceived, long-range organiza- 
tion program permits changes to be made in the right 
direction as opportunities arise. In the absence of such 
a plan, changes must be made on the basis of expedi- 
ency, organization errors are often perpetuated, and 
fundamental improvements are seldom realized. 

Every phase of a company’s organization plan should 
be questioned and tested from a wholly objective view- 
point, without being influenced by present pattern or 
personnel, precedent or tradition. From such an analy- 
sis, a plan of organization can be developed which will 
best meet the current and future requirements of the 
business. 

A good organization chart for the company as a 
whole, with auxiliary charts for each major division, 
is an essential first step in the analysis, clarification, and 
understanding of any organization plan. The process of 
charting the organization is one good test of its sound- 
ness, as any organization relationship which cannot 
be readily charted is likely to be illogical and there- 
fore confusing to those working under it. 

Organization planning in many companies ends with 
the preparation of a set of organization charts. These 
give a good general idea of the primary divisions of 
the company but do not stipulate how each unit of the 
organization should function. 


Organization charts should therefore be supple- 
mented by written specifications defining the essential 
requirements of each level of management, each de- 
partment, each committee, and each key job or group 
of similar jobs. Only by a thorough understanding of 
their respective parts in the whole management pic- 
ture are individual executives and agencies able to de- 
vote their full energies to effective discharge of their 
proper functions, avoiding duplication of effort, fric- 
tion, and working at cross-purposes which result from 
lack of organization clarification. Such written speci- 
fications should cover functions, jurisdiction, responsi- 
bilities, relationships, limits of authority, objectives, 
and the means for measuring performance. 

These same specifications also serve as the basis for 
training, merit rating, salary evaluation, and selective 
placement with respect to staff and key personnel. 


Top Management Organization: 


In any company, clarification of the top structure is 
the first requisite, since any confusion or vagueness at 
the top is reflected downward throughout the organi- 
zation. This top structure consists of three distinct lev- 
els which differ as to function, viewpoint, and compo- 
sition. These are the Board of Directors, General Man- 
agement, and Divisional Management. A clear concep- 
tion of the proper province of each of these levels is 
essential in clarifying the plan of top management. As 
to the Board of Directors, observation points to the ad- 
vantage of clearly defined functions and workable size, 
with membership properly representative and confined 
to those able to visualize the needs and to make a ma- 
jor contribution toward the success of the business as 
a whole. Theirs is a trusteeship function. 

The general management function in several of the 
best-managed larger companies is handled by a group 
of general executives who devote full-time to planning 
and directing the course of the business as a whole. In 
smaller concerns, this function may appropriately be 
the province of the president and a part-time council 
of divisional executives. 

With divisional management, the trend is toward 
logical, separable divisions or departments, each of 
which is headed by a well-qualified top executive re- 
porting directly to general management. These execu- 
tives are delegated wide responsibility and authority 
and are held fully accountable for results. 


Operating Organization: 

Primary division of the operating organization may 
be on a functional, regional, or product basis. 

The regional and product-division plans provide ef- 
fective means of decentralizing the management func- 
tion where it is practicable to establish separate units, 
each carrying proprietary responsibility for both man- 
ufacturing and sales. Each unit is, in effect, a separate 
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business, and can be held accountable on a profit-and- 
loss basis. 

The functional plan, on the other hand, is logical 
where the line of products is simple and closely re- 
lated, where operations are highly centralized, or where 
no practicable basis exists for division along product 
or regional lines. 


Staff Organization: 

In many companies, top management is burdened 
with problems which an adequate staff organization 
could appropriately handle. 

Creation of certain basic staff departments appears 
to be overdue in several instances. Often, the same 
functions and effort are now found scattered among 
many departments and individuals. These companies 
are therefore paying the price without securing the ben- 
efits of specialized attention. 

Again, many existing staff agencies appear to be 
handicapped by deficiencies in the plan of organiza- 
tion. Frequently, several uncoordinated agencies are 
involved with different aspects of the same general 
function. In other cases, staff agencies are made re- 
sponsible to an executive position or management level 
which does not provide the authority and jurisdiction 
needed. Finally, it is not unusual for a control func- 
tion to be organized on an advisory basis with conse- 
quently weak and ineffective results; or an advisory 
agency infringing upon the prerogatives of operating 
executives by endeavoring to function in a control ca- 
pacity. 

Effective handling of many staff functions requires 
the creation of both central departments and corre- 
sponding divisional agencies. In such cases the central 
agency should exercise close functional direction and 
coordination of its divisional counterparts. 


Committee Organization: 


More confusion exists in regard to the proper organ- 
ization and use of committees than with any other type 
of agency. In most companies there is a logical and 
definite place in the management plan for well-de- 
signed committees. Their function, relationship, and 
composition should be as clearly defined as for any 
other unit of the organization. 

The proper province of committees is not to per- 
form work, but rather to coordinate viewpoints and 
pass collective judgment upon definite facts or pro- 
posals. A capable agency is needed to develop the facts 
and present the proposals for committee consideration. 
Such an agency may consist of a full-time secretary or 
a staff department. 


Fully Quali hed Personnel in All Key Positions 


Many companies appear to leave the provision of 


key personnel largely to Providence. Others have fully 
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coordinated programs under central staff direction by 
which top management may be assured that every re- 
sponsible position is capably filled. 

In these latter companies, definite provision is made 
for inducting promising talent into the organization. 
There is a carefully planned system of training and 
development. Executives and supervisors are expected 
to train their subordinates to meet most effectively the 
requirements of their respective positions. 

Provision is made for annual merit rating. All sal- 
aried employees, including key personnel, are care- 
fully appraised by competent judges. This appraisal 
covers capability in meeting the requirements of the 
job; qualification for higher jobs; most advantageous 
present and future assignments to assure best ultimate 
developments; and the extent to which promotion and 
increased salary recognition has been earned. A com- 
petent and impartial agency certifies as to the ade- 
quacy of candidates’ qualifications for appointment to 
all responsible positions as these become vacant. Fi- 
nally, firm but equitable action is taken to replace those 
found to be filling key positions inadequately. 


(PART B OF THIS REPORT, ORGANIZATION 
Practices, HAS BEEN OMITTED FROM THIS DI- 
GEST—The contents of Part B were covered in sum- 
mary form in Part A under the heading “A Sound 
Plan of Organization.’ ) 


PART C 
Control Practices 


A well-designed plan of control covering each ma- 
jor administrative activity permits top management to 
delegate responsibility and authority, freeing itself of 
unnecessary detail, yet retaining the means of assuring 
that results will be satisfactory. 

Each plan of control embraces the following ele- 
ments: an objective establishing what it is desired to 
accomplish; procedure specifying how, when, and by 
whom the plan is to be executed; criteria as to what 
constitutes good performance; and appraisal as to how 
well it was done. 

It is properly the function of a capable staff agency, 
sometimes in conjunction with a well-designed com- 
mittee, to formulate a comprehensive plan of control 
over each activity; to guide, coordinate and administer 
its use; and to make sure that the desired objectives are 
realized. 

In this report effective means of control over the 
following activities will be discussed: Control over 
Policies, Rate of Operation, Organization, Key Person- 
nel, Wages and Salaries, Costs, Methods and Man- 
power, Capital Expenditures, Service Department Ef- 
fort, Line of Products, and Research and Development. 
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Section 1 
Control Over Policies 


There is a good deal of loose talk about policies. 
The word is variously used to mean departmental pro- 
cedure, usual custom, basic course of action, or man- 
agement decision. As used in this report, it means the 
guiding principles established by the company to gov- 
ern actions, usually under repetitive conditions. For ex- 
ample, a decision by top management to reward an em- 
ployee for some special act does not constitute a policy; 
but an announcement that each such case under similar 
circumstances is to receive such an award may be 
called a policy. 

From the standpoint of management, policies consti- 
tute one of the primary instruments of coordination 
and control. The distinguishing features of policies 
seem to be that they constitute the basis for govern- 
ing future actions; accordingly they must be made 
known to those who are responsible for handling such 
actions. For this reason it is important that policies be 
carefully and adequately expressed so that those in the 
organization will understand under what conditions 
and to what extent the rules are to apply. Further, 
since the: policies are to cover actions in the future, and 
since man’s memory is not infallible, it seems most 
important that the policies should not only be clearly 
expressed, but that they should be in writing. 

Basic policies are those which establish the long- 
range objectives and chart the destinies of the com- 
pany, for example, “Each year’s depreciation shall be 
reinvested in plant facilities.” General policies are ones 
which may be regarded as of short-range or everyday 
operating significance, but which affect some or all di- 
visions of the company. A general policy might read 
as follows: “All supervisors shall be furnished a 
monthly statement of all costs for which they are re- 
sponsible.” 

In practically every company, the head of a depart- 
ment adopts policies for the guidance and conduct of 
his own immediate field of operation. Such de partmen- 
tal policies must not conflict with either basic or gen- 
eral policies nor with the activities of other depart- 
ments. 


Communicating Policies: 


Once a policy has been established, the next step is 
to convey its meaning to those who are to be guided 
by it. Among the 31 companies studied only a few 
follow the practice of compiling or assembling state- 
ments of company policy into a policy manual. Con- 
trol over policies, as of every other phase of business, 
is not complete until some check is instituted by which 
to measure performance in the light of expectancy. In 
order to preclude all possibility of misunderstanding 
and to make any such control effective, the expectancy 
must be reduced to writing. Once the policies have 


been clearly stated in writing, they can be checked to 
see that the organization complies with them. 
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Section 2 
Control Over Rate of Operation 
What Governs the Rate of Operation? 


Determination of the future operating program and 
coordination of all departmental efforts is one of the 
important problems of management. Some companies 
operate their factories at economic capacity and expect 
the sales department to dispose of the output. The exact 
opposite is found in other companies where production 
is required to accommodate itself to the primary in- 
terests of distribution. Stabilized employment with its 
essential of levelled plant operation is the controlling 
policy in other concerns. Again, rigid limits on invest- 
ment in raw and finished inventories may have a de- 
termining effect. 

Another factor found to have an important bearing 
on the rate of operation is the nature of the product 
line—whether perishable, subject to style obsolescence, 
standard or custom built, durable or non-durable, sim- 
plified or diversified. 


Who Governs It? 


In no company studied does the sole responsibility 
for projecting the rate of operation into the future re- 
side in any single agency. Generally the final approval 
rests either with the president, the group of top execu- 
tives representing general management, or the Board of 
Directors. The formulation of the plan, and often the 
responsibility for its administration after it has been 
authorized, are delegated to staff agencies specializing in 
this field. 


Time Period of Projection: 

As a rule, the projected operating rate is largely 
founded upon estimates of expected sales volume tem- 
pered by general economic forecasts. Long-range expec- 
tations are generally translated into an operating pro- 
gram for a period of one year ahead, although one 
company gives some definition to a five-year plan. On 
the whole, the twelve-month programs have a high de- 
gree of definiteness and detail. All are subject to mod- 
ification on a monthly or quarterly basis in the light of 
changing conditions. (For expanded treatment, see Busi- 
ness Forecasting, Controllership Foundation, 1950.) 


Section 3 
Control Over Organization 


A sound and clear-cut plan of organization is essen- 
tial to facilitate the effective management of any enter- 
prise. Only when they understand thoroughly their re- 
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spective parts in the whole picture of management are 
individual executives able to devote their full energies 
to the effective discharge of their proper functions, 
avoiding the overlap and duplication of effort and the 
confusion, friction and working at cross purposes 
which invariably result from lack of a clear-cut plan. 

Maintenance of a logical and effective plan of organ- 
ization is not a matter of chance, of “letting Nature 
take its course.’ It requires continuous study, develop- 
ment, adjustment to changing conditions, and review 
of actual practice to see that the plan is properly under- 
stood and working effectively. 


Organization Planning: 


In most companies, major consideration is devoted 
to planning and designing the line of products which 
will best fit the market. Relatively little attention, how- 
ever, seems to have been devoted to planning and de- 
signing the organization structure to facilitate the man- 
agement and control of the business. In this field, as in 
any other, a sound plan is the better part of achieve- 
ment. Comprehensive organization planning entails 
keeping familiar with the best thought and practice 
along industrial organization lines, questioning and 
testing the soundness and adequacy of every phase of 
the organization plan, blocking out an ideal plan, writ- 
ing specifications for each level of management and 
each key job, and finally comparing the ideal plan with 
the present plan. 


Organization Charts: 

Comparatively few of the companies surveyed have 
comprehensive company charts, graphically portraying 
their plan of organization. The companies which do 
have comprehensive organization charts appear to have 
the soundest organization plans. Furthermore, in the 
course of preparing charts for the companies that did 
not have them, many obvious organization weaknesses 
were brought to light which would not be readily ap- 
parent except through the charting process. It is there- 
fore felt that a good organization chart for the com- 
pany as a whole, with a break-down chart for each 
major division is an essential first step in the analysis, 
clarification, and understanding of any organization 


plan. 


Job Specifications: 

After the organization structure is planned, the next 
logical step is to clarify and define the essential speci- 
fications and requirements of each level of manage- 
ment, each department, each committee, and each key 
job or group of similar jobs. Job specifications should 


cover basic functions, scope, general objectives or re- 


sponsibilities, means of control—how realization of 
these objectives is to be measured—relationships with 
other units of the organization, and limits of authority. 
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Control Specifications: 


In the process of developing job specifications, the 
need becomes apparent for designing and clarifying 
the general plan of control over activities with which 
each such position is concerned, such as expenditures, 
appointments, and salaries. This need may be met 
through development of ‘‘control specifications,” pre- 
scribing the general plan for controlling each such ac- 
tivity on a company-wide basis. In the companies 
studied such specifications indicated the respective 
functions, responsibilities, and relationships of the dif- 
ferent agencies having a part in the control of a given 
activity. They established the source and limits of au- 
thority and the method to be followed in appraising 
results. 


Organization Manual: 


To systematize and facilitate control and administra- 
tion over the organization aspects of management, and 
to insure that all concerned have a clear conception of 
their proper parts in the over-all picture, several of the 
companies have developed a comprehensive organiza- 
tion manual. A complete manual, found in some of the 
companies studied, included the ideal plan of company 
organization, a set of organization charts for the com- 
pany, job specifications and control specifications. 


Staff Agency Required: 

Control over organization is one of the most vital 
problems of management. Moreover, the problem is 
continuous and not intermittent. As with other prob- 
lems of management, its control must be a specific re- 
sponsibility of some agency. In a large enterprise the 
problem assumes such proportions that it is a full-time 
assignment, not of an individual, but of a staff depart- 
ment comprised of qualified personnel under able di- 
rection. The very nature of the problem and its mani- 
fold aspects suggest that the responsible agency report 
to the president or the general management group. Sev- 
eral of the companies studied have set up staff agencies 
of this kind. 


Section 4 
Control Over Quality of Key Personnel 


Just as it is important to design the plan of organi- 
zation to facilitate and meet the needs of management, 
sO it is essential to develop personnel who can come as 
close as practicable to meeting the requirements of the 
positions which constitute that organization, and so to 
assure its full effectiveness. 


Developing Talent: 

It is recognized by the companies studied that the 
personal element necessarily plays a large part in select- 
ing men for key positions, and the ideal specifications 
as to individual qualifications, background, and experi- 
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ence are more often only approached than completely 
met. However, experience clearly shows that a great 
deal can be done towards developing men who can ade- 
quately meet essential job requirements through having 
a clear idea of what those requirements are and then 
using this as a guide to the various phases of personnel 
administration. While most of the participating com- 
panies seem to recognize the importance of this prob- 
lem, only a few of them appear to have programs that 
are fully coordinated and effective. Others rely largely 
upon the initiative and judgment of individual ex- 
ecutives, often with far from impressive results. (See 
Developing Men for Controllership, by T. F. Brad- 
shaw, Harvard Business School, 1950.) 


Features of Effective Plans: 
The most effective plans observed in this study have 
many or all of the following features in common: 


Careful selection of candidates for training. 

Comprehensive training to meet job requirements. 

Gradual, systematic development through selected 
positions of responsibility. 

Thorough periodic rating of individual performance 
and capabilities in terms of job requirements. 

Effective control over appointment to responsible po- 
sitions. 

Disposition of those proving inadequate in key po- 
sitions. 

Definite assignment of responsibility for developing, 
guiding, and coordinating the entire program. 


This outline requires considerable implementation 
before a company can be assured that all responsible 
positions are capably filled. Full realization of this ob- 
jective is not likely to result from casual individual 
effort. It requires a carefully conceived, well-coordi- 
nated and directed program for the company as a 
whole. 

The active interest and support of general manage- 
ment are vital to such a program. Likewise, the whole- 
hearted cooperation and participation of departmental 
executives are essential. But usually it requires a staff 
agency, with the necessary time, specialized experience 
and company-wide viewpoint, to develop, guide, and 
coordinate the whole program and thus assure its suc- 
cess. In some of the companies studied this is an as- 
signment of the director of personnel and his organi- 
zation. 


Section 5 


Control Over Wages and Salaries 


The best plans provide for (a) sound job evaluation 
and classification, (b) appropriate rates or ranges for 
each classification or bracket established in proper rela- 
tion to outside wage and salary levels, (c) competent 
review of proposed changes at regular intervals, (d) 
suitable policies to guide administration, and (e) ade- 


quate checks on performance. This is properly the work 
of well-qualified staff specialists, often attached to or- 
ganization or industrial engineering departments and 
working in conjunction with a wage and salary com- 
mittee. (For detailed application, see Evaluating Super- 
visory and Managerial Jobs in the Controller's Organi- 
zation, Controllership Foundation, 1949; also Setting 
Salaries in the Controller's Organization, Controller- 
ship Foundation, 1950.) 


Section 6 
Control Over Costs 


One of the important problems facing progressive 
management is the effective control of costs. Systems of 
accounting, statistics, and cost findings have been de- 
vised, with the control of costs as one of their main 
objectives. Every participating company uses these 
methods, developed to varying degrees of scientific 
completeness, to guard against and to detect extrava- 
gance and waste, to point out unsatisfactory expense 
trends and items which are out of line and to supply 
management with other essential data upon which to 
base profitable operations. (See Meeting the Challenge 
of the Buyers’ Market, Controllership Foundation, 


1949.) 


Post Mortem” Costs: 

The simplest basis for the analysis and comparison 
of cost records is the historical basis. From a control 
standpoint, however, systems based on historical cost 
have many shortcomings. Not only is the information 
“post mortem” but the comparisons are, as a rule, on a 
historical basis rather than against the best-known pos- 
sible performance. Furthermore, they generally provide 
no adequate basis for the delegation of responsibility 
and authority; frequently they do not give thorough 
coverage to all kinds of expense, but concentrate upon 
the productive operations. Other technical features, 
such as prorates, burden centers, and machine rates 
make them too complex to be clearly understood by 
foremen and others directly responsible for expense 
items. 


Predicted Costs: 

For the past quarter century it has been accepted 
cost accounting practice to predetermine what the vari- 
ous costs will be, and thus have a more scientific basis 
for appraising current cost performance. Such proce- 
dure involves a comprehensive analysis of what needs 
to be done, as well as a close inspection and study of 
what is done at present. Wasteful practices or unnec- 
essary operations are detected or eliminated. An en- 
deavor is made to find the best procedure for accom- 
plishing the remaining necessary functions, due con- 
sideration being given to such factors as safety, quality, 
time and accuracy, as well as cost. 
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The Standard Cost Basis: 

Modern management, however, has not been satis- 
fied with knowing what its product 4as cost or what it 
will cost; it demands, instead, to know what it should 
cost. Accordingly, the Aistorical cost and the predeter- 
mined cost have largely given way to the standard cost, 
which has been defined as a cost which should be ob- 
tained “under a given or assumed set of operating con- 
ditions and volume of output,” but which is an attain- 
able goal. This does not mean that it is an ideal cost, 
but a cost which could be reached if the plant were op- 
erated with the highest practical degree of efficiency. It 
means that a standard or goal is set for plant opera- 
tions, for volume output, for raw material quality and 
cost, for labor efficiency and cost, and for each element 
of overhead expense. It thus becomes a yardstick for 
measuring efficiency. 

Such a program calls for a basic analysis of every 
phase of operations, including manpower, wage and 
salary structure, the pattern of organization, materials 
procurement and control, expense control, and other 
similar aspects. Although more commonly used in con- 
nection with factory operations, the process is equally 
effective for sales, clerical, staff, and supervisory func- 
tions to determine what needs to be done, and how to 
do it most efficiently. Such analyses are made either by 


a special group selected by top management, by a cost 
control group from within each department or plant, or 
by an outside consulting firm employed especially for 


the purpose. 


Methods of Analysis: 


Any one of three methods of making this analysis 
may be used. One approach is by divisions of the or- 
ganization, Each department is taken in turn and its ac- 
tivities are thoroughly examined; the usual practice is 
to ascertain what each and every person in the depart- 
ment does, and why. Another approach is by analysis of 
each practice or activity. A detailed analysis is made of 
each activity, showing step by step how it is now per- 
formed. A third method of analysis is based upon an 
examination of the operating expenses. An analysis of 
expenses indicates where proper reductions can be 
made and effective control instituted. 

All of these approaches have their place in establish- 
ing the basis for cost control, and it is probable that no 
one of them could of itself produce all of the facts re- 
quired to determine what the costs should be. Further, 
becatse every operation of the company is covered, the 
analysts who make the investigations and recommend 
the standard procedures must include specialists on the 
various phases cove red. Accountants, sales representa- 
tives, engineers, and production men are all essential 


for complete coverage 
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Section 7 
Control Over Methods and Manpower 


As a basis for eliminating non-essential functions 
and manpower, some companies make, periodically, a 
complete analysis of each department's activities, deter- 
mining what every employee does as to function, 
method, and time. Examination of these data provides 
the basis for determining (a) essential departmental 
activities, (b) the best methods for performing these 
activities, (c) the number and type of people required, 
(d) the proper pattern of organization, (e) relative 
job values, and (f) standard costs. The same type of 
analysis applied to the successive steps of individual 
procedures provides the basis for clarification and 
standardization of practices. Such surveys are usually 
made by a well-qualified central staff agency specializ- 
ing in organization and cost control problems. 


Section 8 
Control Over Capital Expenditures 


Several of the companies studied use an annual cap- 
ital budget as a basis for approval of a sound over-all 
program, which takes into proper account the financial 
situation, the economic outlook, and the relative needs 
of the business as a whole. Before final release, each in- 
dividual project is subject to further careful review. 
After the completion of each project, a check is made 
to assure that anticipated advantages are actually real- 
ized. A high-caliber analytical staff group working in 
conjunction with a well-selected appropriations com- 
mittee is an essential feature. 


Section 9 
Control Over Service De partment Effort 


Staff or service departments, such as engineering, re- 
search and statistical, find themselves in a difficult situ- 
ation in many companies. Expected to undertake any 
service requested and always liable to criticism as to 
speed and adequacy of performance, such agencies fre- 
quently feel constrained to maintain an unjustifiably 
large organization and to render an unnecessarily elab- 
orate service in order to minimize such criticism. Their 
willingness to undertake work invites more, which in 
turn requires increased personnel. On the other hand, 
they are criticized for their tendency to expand and for 
the greater cost of their departmental operations, 

One case was found where an executive needed some 
information regarding the influence of temperature 
upon product behavior. He wanted an approximate an- 
swer from the research department, which, with some 
reference work, might have cost $100. Some months 
later he was surprised to receive a very elaborate report 
on the subject which cost $10,000. 

Such situations point to a need for control within 
this field. What is required is some way to determine 
what work should be undertaken and what requests 
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should be refused. Furthermore, it is necessary to de- 
cide how far to go on those projects which are ap- 
proved and about how much money to spend on each. 
In about half of the participating companies studied, 
each of the staff departments has its own budget, which 
covers the usual run of ordinary requests from other 
departments. When some unusual request is made, it 
requires an addition to the budget, and in obtaining 
the extra funds both the asking department and the one 
doing the work are likely to be conservative. 


Section 10 
Control Over Line of Product 


The problem of controlling the line of products has 
two closely related aspects: 


1. Keeping the line designed to meet ever-changing 
market demands—offering strongest competitive 
appeal as to nature, variety, quality, and price. 

2. Preventing overdiversification and eliminating un- 
profitable items. 


The first of these considerations involves the devel- 
opment of entirely new lines of products, the introduc- 
tion of additional sizes and varieties into existing lines, 
or the improvement of items already in the line. The 
second involves the constant and critical examination 
of all products in order to weed out the slow-moving, 
obsolete, duplicate, or only slightly different items al- 
tering related products as necessary to maintain a logi- 
cal, unbroken line. 


Lack of Plan: 

Despite its importance, many concerns seem to lack 
a fully comprehensive plan of control over this field. 
It is true that many have impressive product research 
and development agencies which are continually creat- 
ing new and improved products. There does not ap- 
pear, however, to be a correspondingly effective effort 
directed toward simplifying and rationalizing the line 
and eliminating unprofitable items. Thus, the list of 
products tends to become more and more extensive, 
with many relatively obsolete and semi-duplicated 
items. 


Features of Effective Plan: 

Any comprehensive plan of control over the line of 
products logically divides itself into three major parts 

Product planning, or the analytical function of de- 
termining what products will constitute the most profit- 
able line. 

Product development embracing the technical func 
tions of product research and design. 

Product authorization, involving the final determina- 
tion and approval of the product line and any changes 
therein. 


Section 11 
Control Over Research and Development 


The exercise of proper control over the nature and 
extent of research effort and expenditure is often a per- 
plexing problem. Some companies apparently make 
little effort at control. In effect, they acquire a compe- 
tent technical organization, turn it loose, and hope for 
results that will be of justifying commercial advantage 
to the company. Other concerns strive for more posi- 
tive control either through an annual budget or current 
approval of individual projects or both. 

One company, subject to severe cyclical swings, at- 
tempts to avoid disruption of its trained staff and long- 
term development program during slack times by an 
over-riding research budget based on 2% of sales aver- 
aged over the past five years. During exceptionally 
good years, a reserve is accumulated from which to 
draw when sales are below normal. 


Section 12 


Over-All Control 


One-half of the participating companies makes use 
of some form of budgetary control as a means of pre- 
planning and gauging over-all results. The most effec- 


tive plans have the following characteristics: (a) they 
embrace all requirements and objectives for the year 
ahead, not only as to financial aspects but all conse- 
quential changes, developments, and improvements; 
(b) each supervisor prepares and takes responsibility 
for his own well-considered commitment predicated on 
sound standards; (c) a properly qualified staff agency 
is provided to coordinate and administer the plan; (d) 
flexibility to changes in the rate of operation is secured 
through use of a sliding scale of expectancy; (e) fi- 
nally, such plans receive the whole-hearted and active 
support of top management. 

Another very effective system of over-all control 
holds separable units of the company responsible on a 
monthly profit and loss basis. This method is most 
practicable as applied to product divisions, regional di- 
visions, subsidiary companies, and similar units having 
the aspects of a separate business. 

However, regardless of formal systems of control, 
there is no substitute for first-hand observation of con- 
ditions and for personal contact with people on the job 
Relieved of unnecessary administrative detail through 
the measures advocated herein, top executives should 
have more time for such contacts, which afford oppor- 
tunity to refresh their knowledge and viewpoint, to ob- 
serve the needs and adequacy of management, and to 
stimulate the morale and effectiveness of the organiza 


tion. 

















OTHER PUBLICATIONS 
OF CONTROLLERSHIP FOUNDATION 
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MEETING THE CHALLENGE OF THE BUYER’S MARKET 
published November, 1949 


EVALUATING MANAGERIAL AND SUPERVISORY JOBS 
IN THE CONTROLLER’S DEPARTMENT 


published September, 1949 


CONTROLLERSHIP IN MODERN MANAGEMENT 
published April, 1949 


DEPRECIATION POLICY WHEN PRICE LEVELS CHANGE 
published November, 1948 


WHAT PEOPLE WANT TO KNOW ABOUT YOUR 
COMPANY 
published October, 1948 


WHOSE CORPORATIONS ARE THEY? 
published September, 1947 


THE PUBLIC’S ACCEPTANCE OF THE FACTS AND FIGURES 
OF BUSINESS ACCOUNTING 


published March, 1947 
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We agree with our feline friend: there oughta be a lau 
against excessive duplication. Especially duplication of 
records in business! Endless copying of facts and figures 
is old-fangled nonsense. 

With our Comptometer Peg-Board Plan, one entry is 
enough — an item posted once need never be copied again. 
Original postings yield final results! And this flexible 
accounting plan is tailored exactly to your needs 

Che Comptometer Peg-Board Plan solves most account 


ing problems in any business (large or small )—and does it 


swiftly, accurately, economically, Without costly or com 
plic ated machinery! 

Your Comptometer representative can quickly explain 
how this money-saving plan can simplify your accounting 
tasks. Ask him for a demonstration of the Comptometer 
Peg-Board Plan. 


Comptrom ETER 


REG U.S. PAT. OFF 
ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co 
sively by its Comptometer Division, 1734 N 


. Chicago, and sold exclu 
Paulina Street, Chicago 22, I! 





Should Government Investigate Labor as 
Well as Company Monopolies? 

In view of the government's actions against companies’ 
alleged monopoly practices, it may be surprising to find 
that the public is more concerned about monopoly prac- 
tices by big labor unions. This fact was discovered in a re- 
cent nation-wide Psychological Barometer survey made by 
The Psychological Corporation in 120 cities and towns 
from coast to coast. The question asked was: 


“Do you think it is more important for the govern- 
ment to investigate monopoly practices by big business 
com panies or monopolies by big labor unions?” 


39% said big labor unions 
27% said big companies 
10% Said both 


24% were uncertain 


Those congressmen who have recently suggested legis- 
lation to bring the labor unions under the Sherman Anti- 
Trust law may have sensed the growing sentiment for in- 
vestigations of labor union monopolies. In union families 
37% thought that big companies should be investigated as 

who thought that big labor unions should be 
investigated. In non-union families 23% thought that big 
business companies should be investigated whereas 42% 
thought that it should be the big labor unions. Since the 
investigation of companies has been going on for some 
time, this part of the public’s wishes is already being met 


against 30‘ 


to a considerable extent. 


Pensions Add Funds to Capital Markets 


for investment under insured and trus- 


Funds available 


teed pension plans, the Bankers Trust Co., of New York 
an annual vate of $1.7 billions by 
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Signs of the Times? 

Recently at the University of Illinois prize 
$100 and $50 were announced for an essay on the sub- 
ject: “Is Individual Thrift Outmoded?” 

None of the students at the University turned in an 


awards of 


essay. 
Is there any better answer to the question posed by the 
essay contest than the one the University received? 


Industrial Integration Is Important 

Industrial integration is a source of great strength in the 
modern American corporation, financially and otherv. ise. For 
many years, says Roy K. Ferguson, President of St. Regis 
Paper Co., it has been going on in the pulp and paper indus- 
try, the bigger companies reaching back toward the woods to 
control their raw material supply and reaching forward to 
convert paper into more end products. 

Raw materials are not often in such short supply as to be 
critical. But when they are, the pulp and paper manufacturer 
is forced to compete for costly market supplies in order to 
continue a high rate of production. Ownership or control of 
adequate timber affords protection to a pulp and paper com- 
pany against such crises. 

By assembling under one management a number of proc- 
esses previously performed in sequence by independent com- 
panies, integration permits much closer coordination of all 
the interwoven operations, gives opportunities for cost sav- 
ings in manufacture, reduces expensive delays, allows closer 
control of quality, and enables customers to have better 
prices. Thus integration is not only an insurance policy 
against shortages and excessive prices, but also creates a 
broader margin of profit. 


Sharpening the Focus. . . 

Despite the coal strike this past winter, U. S. economic 
activity increased moderately in January and February. The 
rise was attributed to dividends paid to veterans on their 
National Service Life Insurance among other factors. The 
GI insurance dividends boosted the annual rate of per- 
sonal income in January, 1950 to $218.4 billion, the high- 
est level since December '48. The third year of the 
Marshall Plan will cost U. S. income tax payers an esti- 


mated $100 apiece 
Unemployment has been EMPLOYMENT 


inching toward 5 mil- 
lions recently. If the job- y949 
less total passes that fig- 
ure this year, it will be 
; . 1950 
the first time since 1941. wh Ty TH 


Top employment in ~, 
symbol represents 5 million workers 
Twentieth Century Fund 


immediate 
was 60 millions. By 1960 
government economists 
forecast the nation will have to provide jobs for 70 mil- 
lion workers. 

Cash dividend payments publicly reported by U. S. firms 
during the three months ending with February ran about 
9 per cent above the corresponding period a year earlier. 
The Commerce Department estimates that publicly reported 
dividends account for 60 to 65 per cent of all dividends 


p stwar era! 





paid. The December-February total was $2.2 billion 
Purchasing power of an hour’s work almost doubled from 
1914 to 1948, because the average factory worker's wages 
rose twice as much as prices, according to a Conference 
Board study. The 1914 wage earner worked over 51 hours 
a week and in addition some other member of the family 
had to earn extra income to supply the average amount 
of goods and services. The 1948 worker provided his fam- 
ily, on 34 hours’ work, the higher living standard consid- 
ered average in 1948, according to the study. 


The more times change, the more they stay the same. 
For example: The decade of the ’20s appears to be back 
with us completely now that the stock market has been 
showing a consistent upward trend—and the ukulele is 
staging a brisk come-back. .... One New York com- 
pany, selling ukes at the rate of 2500 a day, advertises that 
because of nylon strings the uke can be played under water. 
We can do without another stock market crash (as in’29), 
and as for a uke that can be played under water—here’s 
hoping it will be. 


Canada has a new union—the National Federation of 
Unemployed Workers, sponsored by the Canadian Con- 
gress of Labor, Dominion branch of the CIO. Its main 
purpose: to urge pump-priming schemes on the govern- 
ment. What next? Total U. S. installment credit, 
according to the Federal Reserve System, averaged more 
than $9 billion a month during "49. That was more than 
half a billion above the 1948 monthly average and well 
over twice the figure for 1946. . . . . In the six months 
following the foreign currency devaluation, gold holdings 
of the U. S. Government declined more than $370 mil- 
lion. The officially ascribed reason for the withdrawals: 
Improvement in the balance of international accounts. 


If you're going to a wrestling match, be sure to duck 
flying bottles or flying battlers. In one recent court case a 
woman wrestling fan was struck by a flying bottle obviously 
aimed at one of the wrestlers. The court decided she was 
not entitled to damages because she had attended many 
times and therefore knew the risk she assumed of getting 
into the line of fire when some unidentified fan expressed 
his jubilance In another case, Commerce Clearing 
House reports, a fan was awarded damages for a wrist 
sprain incurred when he tried to ward off a wrestler tossed 
from the ring in his direction. . + The judge appar- 
ently reasoned: he who throws a wrestler should look 
where he throweth same Apparently, what is tossed 
—and whether it comes from the ring or the balcony—is 
important. Perhaps the fans “shoulda stood in bed’’—or 
stuck to television. 


Under the Oleomargarine Bill a Federal Trade Commis- 
sion cease-and-desist order must be obeyed at the risk of 
penalty of $5000 for each day of non-compliance 
Looks like the well-publicized ‘New Look in the FTC 
could turn into a cold hard stare. PAUL HAAs! 








CONTROL 


INFORM 


/ LOUISVILLE \ 
<= 4 A 


Controllers Institute of America 

















Midwestern Conference 


May, 21-22-23-1950 


PROGRAM 








a.m 


SUNDAY 


BLUEGRASS TOUR—Trip to Lexington, Ken- 
tucky, “The Heart of the Bluegrass” by bus 
RECEPTION for members and wives and guests 
BUFFET SUPPER for members and wives 


MONDAY 


OPENING SESSION—Subject: “Inflation—as 
viewed in the Financial Statement’ Speaker: 
Merle E. Robertson, President Liberty National 
Bank & Trust Co. Subject: “The Corporate 
Controller’s Relation to the SEC” Speaker: 
Earle King, Chief Accountant SEC 
LUNCHEON—“The New Look in the FTC” dis- 
cussed by Lowell Mason, Acting Chairman, 
Federal Trade Commission 
DISCUSSION—“The Co-Op”—a debate on 
this timely subject by Hassil Schenck and 
John Stambaugh 

BANQUET—Speaker: T. M. Girdler, Chairman 
of the Board of Republic Steel Corporation. 


TUESDAY 


PROBLEMS BREAKFAST—You furnish the ques- 
tion on Controller problems and our panel of 
members of our National Board of Directors 
Ww give the answers 
LUNCHEON—Subiject: “Industrial Relations” 
Thomas A. Ballantine President of Louisville 
Chamber of Commerce and President of 
Yellow Cab Company, Louisville 
PLANT VISITS—Bus, at hotel entrance, to 
fake yc ny pliant desired 
operage Company 
! Harvester Company 


1 Williamson Tobaccc 











Sponsored by 
THE LOUISVILLE CONTROL 
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4 dollar doesnt care what you buy 


and we can be just as impartial 


When it comes to solving your record keeping problems, 
we aren’t limited to any one system or machine. 


Take your Accounts Receivable, for example. If you ask 


us for a better, less costly method of handling them, we 
have four basic solutions to offer... 





FOR YOUR ACCOUNTS RECEIVABLE WE CAN RECOMMEND... 


Multi-Matic —the hand-posted method that produces 
statement, ledger and journal with one writing ... saves 
time ... eliminates transcription errors... OR 








Remington Rand's SUIAP — the ledgerless bookkeeping 
system that saves more than 50% of “posting” time 
while it improves collections ... OR 





Foremost Accounting Machines — the simplified, fiexi- 
ble bookkeeping machines that will post not only your 
accounts receivable, but al! of your other accounting 


records too...OR 





Punched-Card Accounting Machines — the fast, eco- 
nomical accounting method which automatically pro- 
duces other vital business figures from the same punched 
cards you use for accounting ... the only punched-card 


machines you can rent or buy. 




















e can recommend any one of these methods 
.. of a judicious combination of several .. . if 


For your needs 


your accounts receivable plan warrants it. 


hat’s the big IF. And your local Remington P we have no reason 


Rand office can afford to use it. Because... 5 
to recommend anything but 


a the right machines and systems. 


Kha eect Keand We make them all 


315 FOURTH AVENUE, NEW YORK 10, NEW YORK 





ls “Public Controllership” Feasible? 


This article contains a few conclusions 
reached by a professional controller after 
objective to furnish con- 


industries 


a year’s practice 
trollership 
not requiring or not able to afford a full- 
time controller on their staff, yet needing 
counsel and advice on matters within the 
controller's domain. In a way, tt is an 
open letter reply to questions contained 
in many letters received from all parts of 
the country asking about the developme nt 
of this new type of busines 


services to small 


Business growth has provided a natural 
setting for the culture of a public control- 
lership practice. The complexities of mod- 
ern business have developed the corpora- 
tion office of the controller in large firms 
and created a definite economic need for 
controllership services in small business 
with annual sales ranging in volume from 
$250,000 to $1,000,000, especially the 
mature first generation business and most 
second generation businesses where activi- 
ties are no longer under the constant and 
complete surveillance of the owner. When 


hip-pocket statistics and complete business 
knowledge of working capital conditions, 
factory costs, etc., become inadequate it is 
time for management to engage a con- 
troller. 


Business Balance 

Many businesses are founded and man- 
aged by engineer or sales-minded execu- 
tives. Quite naturally their prime interests 
are given first consideration ; overspend- 
ing for plant facilities, underspending for 
sales promotion may be obstacles for the 
engineer, and the reverse for the sales- 
minded executive. 

When sudden business growth is ex- 
perienced, the lack of balance in the busi- 
ness may result in the owners’ loss of the 
controlling interest or even failure. A few 
first indications of over-expansion and 
undercapitalization are: inadequate ready 
cash fund, accounts receivable above the 
company’s ability to finance, whether or 
not out of ratio with sales volume, ar- 
rearages in current payables, overinvest- 
ment in inventory, and excessive overtime 
payments. 
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Commercial banks are critical of over- 
expanding business where low ratios exist 
between current assets and current liabili- 
ties, where the owners’ investments are 
low and the creditors are high, and they 
often refuse help, this frequently causing 
management to relinquish controlling in- 
terest in the business in order to introduce 
new capital investments so as to remain 
in business. 

A firm of efficient controllers working 
through their clients’ staff accountants can 
give balance to businesses suffering from 
the above conditions. They can help sched- 
ule production to orders and working 
funds, establish factory and production 
cost, control receivables and payables, pre- 
pare analytical and operating reports use- 
ful to management, etc. Such a firm of 
professional controllers servicing the in- 
terest of small business will fill a vital 
economic place in our business society. 


Public Controllership 

Public accounting is not a substitute for 
controllership. Objectively, the auditor or 
public accountant looks for the correct- 
ness of the historical records of the com- 
pany and extracts data for statement and 
tax purposes. The controller uses the ac- 
counting records primarily as an analytical 
basis for promoting better and more profit- 
able future operations. His services are 
current and continuous. The public ac- 
countant’s services are usually rendered at 
the close of an accounting period. 

A wonderful opportunity appears to 
exist for those who can, as a firm of con- 
trollers, develop this new profession. One 
who likes diversification, engaging man- 
agement problems will surely grow ex- 
cited over the opportunities. It might be 
well, however, to point out that this pro- 
fession for individaal practitioners is not 
so bright for reasons later stated. In a 
group of controller-calibre men associat- 
ing for public controllership, each should 
be expert in accounting and efficient in 
one or more of the following: 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 


Executive management 

Cost accounting—engineering 
Labor relations—time motion 
Budgets and procedures 
Taxes and insurance 
Marketing, economics, etc. 


Founding a Group and Its Services 

Like every other profession it will re- 
quire considerable capital to establish a 
practice on a firm and sound basis. Per- 
haps the best sources of business leads are: 
good relations with Chambers of Com- 
merce and local bankers, membership in 
professional organizations, social activi- 





ties, educational letters and pamphlets on 
technical problems issued under the firm's 
name to industries of a particular trade. 

A firm of controllers rendering public 
services will not experience certain hard- 
ships of a lone practitioner. Some of the 
difficulties which can make a one-man 
practice less desirable than a good cor- 
poration job are: 

1. One or two new clients with time- 
consuming technical problems can require 
all the available time of a single individual 
for a period of several months. Under 
these conditions a lone practitioner does 
not find it possible to make many new 
contacts and carry on public relations work 
unless he resorts to direct advertising, 
which practice is, of course, not accepted 
in the professional field. 

2. It is often necessary to devote con- 
siderable time to a new client in order to 
set the stage for control and supervision 
on a part-time basis by an outsider. To 
charge for services on a daily basis 
frequently results in more of an immedi- 
ate cash outlay than small companies can 
afford to invest in a consultant. It there- 
fore frequently becomes necessary to con- 
tract service at a monthly rate in order to 
prorate the cost over a long period of 
time. This practice is only theoretically 
sound since the client willingly pays the 
set amount when the controller is over- 
rendering service and forgets the extra 
labor later on during the contract when 
the controller has worked out the serious 
problems, established his contract, and 
consequently gives the client less time, in 
hope of recouping some of his earlier 
losses, through the continuation of the 
set monthly fee. 

3. The management of a firm large 
enough to employ a full-time controller 
recognizes the need of occasionally hiring 
a specialist if unusual time-consuming 
technical problems arise. For example, ex- 
tensive time and motion studies, labor 
relation negotiations, factory costs proce- 
dures and system installations, and techni 
cal tax matters. The company controller 
may have sufficient knowledge to solve the 
problems if given time and relieved of 
other duties, but usually he must keep up 
the daily routine and is glad to have the 
specialist called in. However, small busi- 
nesses retaining a professional controller 
usually expect him to take care of all of 
these matters. The professional controller 
may have the basic knowledge to serve his 
clients in all these matters, but as a rule 
he will not be an expert in all special 
phases of accounting, and like a full-time 
company controller would welcome help 
The smaller business seldom can afford to 
hire consulting controllers and indepen 
dent tax experts and systems men and 
labor experts, etc. Therefore the lot of 
technical problems becomes the consulting 
controller's responsibility. 

{. To avoid the loss of a high profes 
sional standard it is important for the 


practitioner to keep his service on a con- 
trollership level. Frequently semi-technical 
or clerical problems arise which should 
be taken care of by the client's clerks or 
the controller's juniors hired out on an 
hourly basis. Should the controller him- 
self succumb to doing clerical work then 
there will be a tendency for him to be 
used by the client's accounting staff, and 
he will find himself spending his available 
time rendering less productive service and 
thus eventually in the eyes of the com- 
pany management lose his professional 
value. A client served by several members 
of the firm according to the problem aris- 
ing becomes dependent on the firm and 
not on a single individual, as is the case 
with the lone practitioner. The individual 
operating alone has, if he has many clients, 
a serious problem of apportioning his 


time, and it is usually his time that is 
wanted and not a helper’s time because of 
the calibre of work involved. 


The Public Controller 
Vs. The Public Accountant 

In conclusion, controllers and account 
ants should encourage the development of 
this new business profession. There need 
not be professional conflict between the 
public controller and the public account- 
ant. Their problems are suthciently differ- 
ent to avoid it. In my opinion, profes- 
sional controllers should not engage in 
public auditing practices and public ac- 
countants should turn controller functions 
over to controllers, because properly con- 
trolling current financial and operating 
activities requires closer attention than a 
person engaged in public auditing can 
afford to give to them. 





Do you know 





SELLING PRICH 
Cost 


PROFIT 


PERCENTAGE OF PROFIT 


CAPITAL USED 


Price $10.00 


that a profit of 5% on the sales of one article may give a higher yield 
or return on the capital used, than a profit of 10% on the sales of 


another article ? Consider these examples 
I 


ON SALES 5% 


YIELD OR RETURN ON CaPITAI 


By themselves, percentages of profit on sales do not give indica- 
tions of the yields or rates of earnings on capital, but we are operating 
our businesses primarily to earn returns on our capital investments. 
My method of computing the capital yields on individual articles or 
product lines bridges this gap, and is covered fully in my book 
Capital Yield Reports. 1 am offering a new concept of the use of 


accounting figures in business administration. 


Please order your copy on your business letterhead or purchase 
order, or send check. If these new ideas are not worth more than the 
price to you, simply return the book within ten days for credit or 


refund. The decision is yours alone 


R. S. OLIVER 


ARTICLE B 
$60.00 
54.00 


ARTICLE A 
$60.00 
57.00 


$ 6.00 
10% 


$ 3.00 


$30.00 


20% 


$10.00 


30% 


Fair enough ? 


Tuckahoe, New Jersey 














LAMSON 
TUBES 


Save Time! 
Save Money! 


~ 


LAMSON 


CORPORATION 


4100 Lamson St., Syracuse, New York 


Kind or type of business 


Company........ 
Position 


Address 


<41N OFFICES— 
where time is vital — 
Lamson Tubes rush 
mail, telegrams, re- 
ports, purchase orders 
and other important 
papers swiftly and 
safely to the proper 
desks. Illustrated at 
left is a typical air- 
port installation for 
handling flight data, 
weather reports, res- 
ervations and office 
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A IN FACTORIES — tamson Tubes 


save milli of time-c g, money- 


wasting steps. They whisk mail, telegrams, 
orders, ship sheets, and all the endless 
paperwork of manufacturing between 
offices, departments, buildings. Even small 
tools, gauges, test pieces may be carried. 





<4 IN HOSPITALS —tomson Tubes 
handle mail, messages, histories, prescrip- 
tions, medicines, supply orders .. . even 
living tissue from the operating room to 
the laboratory. Illustrated at the left is a 
typical nurses’ station on a private ward 
floor. 

Here are only three typical installations, but they 


reveal the wide scope of service. Why not find out 
how Lamson Tubes can serve you? 


Mail the coupon today for literature covering your 
particular problem. 
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Lynch to Address 
Tax Executives 


Hon. Thomas J. Lynch, General Coun- 
sel, United States Treasury Department, 
will be the guest of honor and principal 
speaker at the Sixth Annual Dinner of the 
New York Chapter of Tax Executives In- 
stitute, Inc. at the Waldorf-Astoria Hotel 
on May 18, 1950. 

The invited guests also include the Hon. 
George J. Schoeneman, Commissioner of 
Internal Revenue, and other staff officers 
of the Treasury Department, Bureau of 
Internal Revenue and Collectors’ and 
Agents’ offices and tax commissioners and 
administrators from New York and 
nearby states. 

Information as to reservations for the 
dinner can be secured from the offices of 
the Institute at 60 East 42nd Street, New 
York City. 


Hotel Personnel Cost 
Formula Developed 


A new technique of scientific person- 
nel administration, involving a formula 
for measuring the exact cost of em- 
ploye turnover, has been developed by 
Herbert K. Witzky, Personnel Director 
of New York’s Plaza Hotel. Based on 
interpretive charts and graphs which 
are plotted according to facts gleaned 
from the personnel department's control 
record, the system has been instrumental 
in reducing the Plaza’s employe turn- 
over from 80 per cent to a scant 15 per 
cent in the past several years, according 
to Mr. Witzky. 

The control record employed is a 
unique application of Remington Rand 
Kardex, using forms conceived and de- 
signed by Mr. Witzky. It provides a 
running account of the employment 
history of each Plaza employe on a sin- 
gle visibility indexed card and mar- 
shalls all personnel information into 
concise order for easy reference and 
comparison. 

By compiling statistics from this and 
supporting records, and by drawing on 
his several years of intensive research 
personnel administration methods, Mr. 
Mitzky has developed work measure- 
ment audits for evaluating the profit- 
ability of each of the Plaza’s operating 
procedures. Of his turnover cost formula, 
an outgrowth of the same principle, 
Mr. Witzky says, “It takes the problem 
of turnover expense out of the realm 
of guess work and pins it down on a 
dollars-and-cents basis.” 

Through facts gleaned from the Kar- 
dex system, steps have been taken to 
substantially reduce the frequency and 
severity of accidents among the Plaza’s 
employes. A saving of $30,000 in direct 
costs alone on Workmen's Compensa 
tion Insurance premiums was realized 
last year, according to Mr. Witzky 
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Toledo Control Honors 


Business Graduates 
Presentation of scrolls of commendation 
to two top ranking graduates in Business 
Administration, from the University of 
Toledo and Bowling Green State Univer- 
sity, featured a recent dinner meeting of 
the Toledo Control of the Controllers In- 
stitute. The meeting was developed by the 
Educational Committee of the Control and 
the two students, Harold W. Tanner and 
Calvin L. Keefer, received the scrolls of 
commendation in the presence of their 
deans, faculty and fellow students from 
Hobart M. Brown, president of the Toledo 
Control and assistant secretary of The 
Toledo Steel Products Company, Toledo. 
James B. Fenner, treasurer of Electric e 
Auto-Lite Company, Toledo, and a na- improved 
tional director of the Controllers Insti- 
tute, spoke on the educational aims of the 
“ith and Dr. Wilbur W. White, pres- for “chain drive”’ record production 
ident of the University of Toledo, dis- 
cussed “Current Problems of American fits any electric typewriter! a 
Foreign Policy.” @ Adapts any machine for control-punched 
The Committee in charge of the meet- forms. 
ing inc luded Percy E. Rope r, chairman, ®@ Pins on platen feed forms in perfect alignment. 
who is secretary-treasurer of Landers Cor @ “Chain drive’ prevents slipping and creeping. 
poration ; Eugene Heiles, controller of Sur @ Precise registration—exact ratchet spacing 
face Combustion Corporation; and Wil- @ No snagging—pins withdraw as platen turns. 
liam W. Watson, vice president of the 
Commerce National Bank, all of Toledo all the economies of control-punched forms! 


Play Ball! @ No time-outs for jogging, checking for 


position. 


Sportsmanship in the dealings of @ Platen feeds up to 500 sets of forms without 
A. G. Spalding & Bros. Inc. seems to reloading 
project itself from the manufacturing of @ 5, 6, 7 or more copies—perfectly aligned. 
sporting goods clear through to manage- Glow ta ost-idstalied in minus 
ment and labor relations. 
At the recent annual meeting surprise Call your Uarco Representative for a free 
spe aker, John Morin, former president ot demonstration of the Uarco Pin Feed Platen. 
the A.F. of L. local in which Spalding 
has a current contract, told the gathering 


of stockholders that his union recognized aay % ‘ ’ 
that management and labor needed each L UARCO Uarco supplies all types 
valce * I 4 A of control-punched 
other to make “a team’’—that profits were INCORPORATED pdeaeypra:se- ers to 
necessary to the success of BOTH labor Business Forms a prep hare icws 
and management with investors entitled to ~cowronarse i 
‘a reasonable return” on their money 
Let's hear more on this score of har- 


monious relations! 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


E. D. SMALLEY (# 1209-1938) recently 
became vice president of Sherman Paper 
Products Corporation, Newton Upper 
Falls, Mass. Mr. Smalley was formerly 
comptroller of Kieckhefer Container Com- 
pany, Camden, N. J 


has been elected 


Shattuck Co. 


VANDELI 
Frank G 
York 


FRANK R 
treasurer of the 
(Schrafft's), New 


Exuis B. GARDNER, JR., was elected as- 
sistant controller of Hewitt-Robbins, Buf- 
falo. 


E. R. BELT, comptroller of the St. Louis- 
San Francisco Railway, St. Louis, has been 
elected a vice president of the company. 


O. L. DUNN has been named comptrol- 
ler and secretary of General Electric X-Ray 
Corporation, Milwaukee, in charge of the 
newly-created Financial Division, which 
has now been consolidated with the Treas 
ury Division to make up the new Financial 
Division. He joined the G-E X-Ray organ- 
ization in March 1947 as treasurer and as 
sistant secretary of the firm's marketing 
subsidiary, General Electric Medical Prod- 
ucts, which covers all areas outside conti- 
nental United States and Canada 


SCHWENK (# 2417-1943) has 
been elected to the board of directors of 
Yale & Towne Manufacturing Co., New 
York. Mr. Schwenk, vice president in 
charge of production, will fill the vacancy 
caused by the death of F. Carroll Taylor 
Prior » Yale & Towne, Mr 
Schwenk was controller ot The Weather 
he id Co Cleveland 


OrTrTo G 


to coming 


JosepH J. SCHOFIELD (# 3330-1945) 
formerly with North American Philips 
Company, New York, has accepted the po 
sition of assistant to the 


Manutacturing Oper 
Company, Dearborn 


controll r, Auto 
itions, Ford 


Michigan 


Mottrve 


Motor 


THE CONTROLLER 


FRANK E, COMPARATO has been elected 
controller and assistant secretary of Op- 
penheim Collins & Co., Inc., New York, 
which operates women’s specialty shops in 
nine cities. Mr. Comparato had, for the 
past two and one-half years, served as con- 
troller of Mandel Brothers, Chicago. 





GIRDLER TO ADDRESS 
MIDWESTERN BANQUET 


Fabian Bachrach 


T. M. GIRDLER, Chairman of the 
Board, Republic Steel Corporation 
of Cleveland, Ohio will be guest 
speaker at the banquet to be held 
in Louisville, Kentucky, on May 22 
by the Midwestern Conference of 
the Controllers Institute of America. 





GARETH W. SPEER has been appointed 
assistant treasurer of Kaiser-Frazer Corp., 
Willow Run, Michigan. He was formerly 
assistant treasurer of Fairchild Engine & 
Airplane Corp., Farmingdale, L. 1, N. Y 

ERNEST A. EVENS is now President and 
Treasurer of Evens-Thompson Manufac 
turing Company of Detroit. Mr 
(# 3227-1944) 
Evans Products Co., Plymouth, Michigan 


Evens 


was formerly treasurer of 


MAY 1950 
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WALTER C. Otto (# 298-1934), for- 
mer controller and assistant to the presi- 
dent of the Warfield Company, Chicago, 
has announced the opening of offices in 
Chicago where he will engage in the gen- 
eral practice of public accounting. Mr. 
Otto served as a national director of the 
Controllers Institute during 1948-1949. 


GERALD L. HopKINs (# 957-1937) has 
been appointed controller of Tape, Inc., of 
Green Bay, Wisconsin. Mr. Hopkins was 
formerly controller of Hoburg Paper 
Mills, Inc., of the same city. 


Oscar N. LINDAHL (# 465-1935) exec- 
utive director of the General State Author- 
ity of the Commonwealth of Pennsylva- 
nia, addressed the dinner session of the 
1950 Accounting Employers Conference, 
at the University of Michigan, on April 
10. Mr. Lindahl, a past national president 
of the Controllers Institute of America, 
and formerly vice president-finance of Car- 
negie-Illinois Steel Corporation of Pitts- 
burgh, spoke on “The Accountant's Role: 
Past, Present and Future.” 


Others participating in the conference 
included: 


DEAN LAURENCE H. FLECK (# 4400- 
1947) of Southern Methodist University, 
as chairman of the session on “Placement 
Principles and Procedures.’ Dean Fleck, 
who is also comptroller of S.M.U., is chair- 
man of the National Committee on Educa- 
tion of the Controllers Institute. 


WYMAN P. FIsKE (# 623-1936) man- 
agement consultant of New York, who 
contributed the article “Making the Most 
of Your Controllers Confe rence’ to the 
January, 1950 issue of THE CONTROLLER. 

The committee in charge of the Confer- 
ence included Prof. LEo A. SCHMIDT 
(# 4206-1948) of the University of Mich- 
igan and Prof. HERMANN C. MILLER 
(# 4159-1948) of Ohio State University. 
Prof. Miller is chairman of the Standards 
Ratings Committee of the American Ac- 
counting Association as well as chairman 
of the forthcoming Ohio State 12th An- 
nual Institute on Accounting which will 
be held on May 19-20 at Columbus, Ohio. 


J. M. STONNELL (# 2914-1944), comp- 
troller of Copolymer Corporation, Baton 
Rouge, La., recently addressed the New 
Orleans chapter of the National Associa- 
tion of Cost Accountants on the subject, 

Accounting for a New Industry—Syn- 
thetic Rubber.”” Mr. Stonnell is a past pres- 
ident of the New Orleans Control of the 
Controllers Institute. 


ARTHUR WILKINS has now taken up 
public practice of accounting and profes- 
sional controllership in New Rochelle, 
N. Y. Mr. Wilkins (# 3193-1944) was 
previously production vice president of 
Nathan Manufacturing Co., New York. 





RICHARD H. CHILDERS (# 3040-1944) 
has been promoted from auditor to treas- 
urer of Moore-Handley Hardware Com- 
pany, Inc., of Birmingham. Mr. Childers 
was president of the Birmingham Control 
of the Controllers Institute during 1948- 
1949, 


WILtiaM G. BICKNAVER has been ad- 
vanced to controller of Rollman & Sons 
Company, Cincinnati. Mr. Bicknaver was 
assistant controller and succeeds G. H. 
Lonneman who has retired. 


PuHiLip F. HOGAN has taken over the du- 
ties of controller and treasurer of the Lind- 
ner-Davis and Sterling & Welch Stores, 
Cleveland. Formerly controller of Quack- 
enbush’s, Paterson, N. J., Mr. Hogan was 
at one time affiliated with the New York 
office of Allied Stores Corporation. He 
succeeds Robert E. Mays who resigned re- 
cently. 


ROLAND J. PAGEN, formerly treasurer 
and controller of Northrop Aircraft, Inc., 
Hawthorne, California, was elected vice 
president and director of finance and ac- 
counts. 


ARTHUR G. SATTLER, formerly with 
Sylvania Electric Products, Flushing, L. L., 
has joined the Nichols Wire and Alumi- 
num Company, Davenport, Iowa, as con- 
troller. 


G. TERRELL SELBY, previously staff 
manager of Bell Telephone Laboratories, 
New York, has been named controller. 


RoBERT E. BRAKE (# 4655-1949), for- 
mer assistant secretary-treasurer of the 
Memphis Street Railway Co., has been 
promoted to secretary-treasurer. Mr. 
Brake, who had been with General Motors 
Corp. and the Federal Bureau of Informa- 
tion prior to joining the company two 
years ago, succeeds Lewis LeMay, who died 
March 5. Mr. Brake is an associate member 
of the Memphis Chapter of Certified Pub- 
lic Accountants. 

JoHN D. Grayson (# 1561-1939), 
comptroller of 
Magnavox Com- 
pany, Fort 
Wayne, Indiana, 
addressed a re- 
cent meeting ot 
the Illinois Man- 
ufacturers’ Costs 
Association in 
Chicago. Mr. 
Grayson's sub- 
ject was ‘‘Fore- 
casting for Prof- 
tt.” Me is a 
member of the National Committee on 
Management Planning and Control of the 
Controllers Institute. 


MR. GRAYSON 


Serving as discussion leaders at the 
meeting were ARTHUR BRIDGE, controller, 
E. J. Brach & 
Sons, Chicago, 
and T. W. Bry- 
ANT (#255- 
1933), general 
controller, Cu- 
neo Press, Inc., 
Chicago. Mr. 
Bryant is a na- 
tional director of 
the Controllers 
Institute of 
America, a for- 
mer president of 
the Chicago Control and served as a na- 
tional vice president of the Institute dur- 
ing the past year 


MR. BRYANT 


WILLIAM J 
was tendered a 
March 20 
end of that month as vice president and 
controller of Manning, Maxwell & Moore, 
Inc., Bridgeport, Connecticut. Mr. Jarrett 
has served the corporation for forty-three 


JARRETT (# 911-1937) 
testimonial 
prior to his retirement at the 


dinner on 


years. 

JOHN A. FLYNN has assumed the title 
of acting controller of Manning, Maxwell 
& Moore, Inc., following the retirement of 
Mr. Jarrett. 


CHARLES D. DUGAN of Western Ele« 
tric Co., New York, will succeed S. Wal- 
lace Murkland, who is retiring, as con- 
troller. Mr. Dugan was controller of the 
purchasing and traffic division. 


DONALD J KLINE has been named con 
troller of Household Finance Co., Chi- 


cago 


MaRTIN H. MILLER has been made 
plant controller of the Superior Engine 
Division of National Supply Company. 
Mr. Miller will coordinate all financial 
functions of their plant at Springfield, 
Ohio. 


REYNOLD A. LEE, former controller of 
Jelleff's, Washington, D. C., has become 
controller of Boutell Bros., Minneapolis 
home furnishing store. He will head five 
stores owned by Boutell in the Midwest 


area, 


Leo NUNNINK has been appointed as- 
sistant controller of Associated Merchan- 
dising Corporation, succeeding Frank 
Lucas, who recently resigned. Prior to his 
new position, Mr. Nunnink was store man- 
ager of the Gus Blass Company, Little 
Rock, Arkansas, and assistant to the gen- 
eral manager of Stern Bros., New York. 


ARLO WILSON (# 471-1935) has left 
the Society of Naval Architects & Marine 
Engineers to become secretary-treasurer of 
the Paper Napkin Association, Inc., New 
York 


Guy S. Everett (#1433-1939), pre- 
viously Controller, now holds the title of 
Treasurer of Western Tire Auto Stores, 
Chicago. Mr. Everett was formerly con- 
nected with the Kroger Grocery and Bak- 
ing Company and the Ford Hopkins Drug 
Company, Chicago. 


OLIVER B. JOHNSTON (#2159-1942), 
who formerly held the title of secretary, 
was recently named vice president of 
Walt Disney Productions, Burbank, Cali- 
fornia. Mr. Johnston is currently serving 
as chairman of the Admissions Committee 
of the Los Angeles Control 
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JOHN C. NAYLor (# 589-1935) was 
elected vice president and general manager 
of Pet Milk 
Company, St. 
Louis, at the re 
cent annual 
meeting of the 
company. Mr. 
Naylor will con 
tinue to serve as 
secretary and 
treasurer. A past 
president of the 
Controllers In 
stitute of Amer 
ica, Mr. Naylor 
is a trustee of the ¢ ontrollership Founda- 
tion, Inc. He is widely known to corpor- 
ate controllers and financial officers, hav- 
ing achieved the distinction during his 


MR. NAYLOR 
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term as president of the Institute of visit- 
ing each of the thirty-six Controls which 
then comprised the organization. He has 
likewise contributed to the pages of THE 
CONTROLLER, the most recent article be- 
ing published in the September, 1946 is- 
sue (15th Anniversary supplement) on 
Sound Controllership Will Help Solve 
Many Postwar Problems.’’ Mr. Naylor is 
a past president of the St. Louis Control 
of the Institute and has served as chair- 
man or a member of various national com- 
muttees. 


WILLIAM F,. STAEGEMANN (# 3556- 
1946) is now director of Costs and Budg- 
ets—Day and Night Division—of Afhli- 
ated Gas Equipment, Inc., of Monrovia, 
California. Mr. Staegemann was former- 
ly associated with the Graver Tank & Man- 
ufacturing Co., Inc., East Chicago, Ind. 


E. CHESTER Peet (# 1018-1937) finan- 
cial vice president of Shell Oil Company, 
parent company 
of Shell Chemi- 
cal Corporation, 
New York, has 
been made a di- 
rector of Shell 
Chemical. Mr. 
Peet began his 
career with Shell 
in 1919 as a 
clerk in St. Louis. 
He advanced to 
accountant and 
then assistant 
controller before going to San Francisco in 
1933 to be manager of the Auditing De- 
partment. Here he subsequently was made 


MR. PEET 


assistant treasurer. 

Coming back to New York in 1940 he 
was named assistant sec retary and assistant 
treasurer. In 1944 he assumed the duties 
of vice president and treasurer in Shell's 
East of Rockies territory. 


E. W. Burbott Re-elected 
Foundation President 

Edwin W. Burbott, vice chairman, 
A. B. Dick Company, Chicago, was elected 
for a second term as president of the Con- 
trollership Foundation, Inc., at the meet- 
ing of the Board of Trustees on March 
29th. Mr. Burbott is a past national presi- 
dent of the Controllers Institute of pean 
ica, 

At the same time, John H. MacDonald, 
vice president, National Broadcasting 
Company, New York, was chosen vice 
president of the Foundation succeeding 
Stanley W. Duhig, vice president, Shell 
Oil Company, New York. Mr. Duhig, who 
is retiring from active business life, was 
presented at the opening of the Trustees’ 
meeting with a set of Winston Churchill's 
Memoirs, autographed by the original 
trustees of the Foundation, in recognition 
of his strong interest and active service in 
the work of the Foundation, of which he 
has been a trustee since its beginning. 

Reclected to their posts were Treasurer 
F. E. Wentworth, secretary, Ward Bak- 
ing Company, New York, and Secretary 
Walter Mitchell, Jr., who at the same time 
was designated managing director of the 
Foundation. 


Two New Offices Created 

In order to describe more accurately 
their responsibilities, T. F. Bradshaw was 
named research director and Elberta 
Ehlers, assistant secretary. Mr. Bradshaw 
is assistant professor at the Graduate 
School of Business Administration, Har- 
vard University. 

ADAM HAUG, senior assistant comptrol- 
ler for the New York Central System, New 
York, has retired after 46 years of service. 


JOHN PorTER has been appointed 
comptroller of Union Bag and Paper Cor- 
poration, New York. 





Obituary 





Thomas Cureton (2175-1932) for- 


merly controller of Lykes 
and Subsidiary Companies, Tampa, Flor- 


Brothers Inc. 


ida passed away on March 23, 1950 
Born in England 63 years ago, Mr 

Cureton received his initial training with 

came to the 


became an 


Chartered Accountants. He 
over 35 
American citizen and was senior account- 
int with Price, Waterhouse & Co., and 
later treasurer of Thomas J. Lipton, Inc., 
Hoboken, N. J. He served as controller 
of Lykes Brothers, Inc. for 25 
tiring from that company in 1945 

Mr. Cureton is survived by his 


Ethel D 


son 


States years ago, 


years, re- 


wite, 


Cureton, two daughters and a 


Norman F. Paxton (#2875-1944) as- 
sistant secretary-controller of the Pan- 
handle Eastern Pipe Line Company, 
Kansas City, died suddenly following a 
heart attack on April 13, 1950. 

Born in Huron, Ohio, 48 years ago, 
Mr. Paxton started his career as ac- 
countant with Ohio Fuel Gas Company 
of Columbus, Ohio. He joined the Pan- 
handle organization in 1930 undertak- 
ing the duties of assistant secretary and 
assistant treasurer. In 1943 he assumed 
the title of assistant controller. He was 
currently serving as treasurer of the 
Kansas City Control of the Controllers 
Institute of America 

Mr. Paxton is survived by his wife 
and a daughter. 
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“Security for Business” Is Theme of 
Pacific Coast Controllers Conference 


Outstanding speakers with nation-wide 
recognition will gather in Los Angeles on 
June 2-3 to address the 1950 Pacific Coast 
Conference of the Controllers Institute of 
America which is being sponsored at the 
Ambassador Hotel by the Los Angeles 
Control. A record breaking attendance 
from San Francisco, Portland and Seattle 
is anticipated and controllers in all parts 
of the country have been invited to join in 
the discussions, should they be in the 
Western area at the time. 

The general theme of the Conference 
will be ‘Security for Business.” The open- 
ing address, at luncheon on Friday, June 2, 
will feature Congressman Richard M. 
Nixon, Representative of the 12th District 
of California, who will speak on the topic, 
“The Controller and His Congressman.” 
Mr. Nixon gained national prominence for 
the important part he played on the House 
Un-American Activities Committee and is 
a vigorous champion of free enterprise. 

Friday afternoon will be devoted to two 
technical sessions. The first will feature 


J. Stuart Neary, Attorney, member of the 
firm of Gibson, Dunn & Crutcher, Los An- 
geles. His speech: The Financial Admin- 
istrator and Collective Bargaining.” South- 
ern California controllers have long since 
learned that Mr. Neary is one of the out- 
standing attorneys in the field of labor re- 
lations. 

The general topic for the second techni- 
cal session Friday afternoon will be “De- 
veloping and Maintaining Human Admin- 
istrative Resources.” This will be presented 
in two parts; the first by W. A. Williams, 
manager of the Personnel Division of the 
Studebaker Corporation, South Bend, In- 
diana, on the topic, ‘Recruitment and In- 
duction of Future Executives.’ The second 
topic will be “Executive Development,” by 
Herbert L. Samuelson, manager of Execu- 
tive Development, Standard Oil Company 
of California, San Francisco. 

Following a cocktail party at 6:30 will 
be the banquet, presided over by Wil- 
liam Herbert Carr, national president of 
the Institute. Mr. Carr is vice president 
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and treasurer of the California Packing 
Corporation, San Francisco. The address 
will be given by Lewis Allen Weiss, chair- 
man of the Board of Directors, Don Lee 
Broadcasting Co. 

The subject for the first technical ses- 
sion Saturday morning will be, “Taxation 
and Freedom.” The speaker will be A. Cal- 
der Mackay, member of the firm of Mac- 
kay, McGregor, Reynolds and Bennion. 

Don Belding, chairman of the Executive 
Committee of Foote, Cone & Belding, Ad- 
vertising Agency, will address the second 
Saturday morning session, speaking on 
“The Battle for Men's Minds.” 

The closing luncheon on Saturday will 
feature Mr. Henry Wilcoxon, motion pic- 
ture actor, currently appearing in ‘Samson 
and Delilah.” Mr. Wilcoxon's life has 
been an unusual combination of acting and 
business. He will speak on the subject, 
“An Actor Looks at Business.” 

General Conference Chairman, Rudolph 
Ostengaard, also announces that a full pro- 
gram of entertainment and activities is 
planned for the wives of members. 

Institute members outside of the Paci- 
fic Coast area desiring to be placed on the 
mailing list to receive reservation details 
should write Paul L. Pease, chairman of 
the Conference Publicity Committee, c/o 
Walt Disney Productions, 2400 Alameda 
Avenue, Burbank, California. 
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Tax Revisions Cited by 
Controllers Institute 

Recent recommendations of the Com- 
mittee on Federal Taxation, Controllers 
Institute of America, for revisions in the 
Internal Revenue code—to be included 
in the Federal Revenue Act of 1950 
embraced the following declarations: 

The 2% penalty for filing consoli- 
dated income tax returns should be re- 
moved. 

Dividends from one domestic concern 
to another should be entirely exempt 
from income tax. 

The pension trust provisions should 
be liberalized. 

Amounts received by survivors or 
beneficiaries under qualified plans should 
be exempt from estate and gift tax. 

Capital gain treatment should be ex- 
tended to lump sum payments from a 
pension plan or pension trust whether 
received upon separation from service 
or after retirement. 

The income and estate tax payable by 
a beneficiary of an eh dying in 
service under a qualified profit-sharing 
plan should be no greater than in the 
case of an employe who dies after re- 
tiring. 

The interest rate on refunds and de- 
ficiencies should be reduced. 

The net loss carry-over should be ex- 
tended to 7 years. 

The adjustments for dividends, inter- 
est and depletion now required in the 
ascertainment of the net operating loss 
deduction should be revised. 

The period for claiming refund under 
section 322(b) (3) where a waiver is in 
effect should not be less than 2 years 
after payment. 

Other points covered in the recom- 
mendations included: Allowance of 
more latitude in accruals, war loss re- 
coveries, foreign tax credit, blocked 
foreign income, improper accumulation 
of surplus under section 102, capital 
gains and losses, more liberal deprecia- 
tion policy, tax benefit rule for depre- 
ciation and depletion, involuntary con- 
versions (I.R.C. Section 112 (f)), trans- 
ferees, offsetting related taxes, LIFO, 
loss on investments in affiliates, distri 
bution of stock on reorganization, and 
transfer to subsidiary of assets acquired 
on reorganization exchange. 


Cleveland Control to Mark 
Fifteenth Anniversary 

On May 9 the members of the Cleve- 
land Control of the Controllers Institute 
of America will combine their annual din- 
ner meeting with a look at their past. iJ 
Anzalone, first president of the Control 
will speak concerning the early history of 
the group while Rudolph Bauhof of Ernst 
& Ernst, Cleveland, will discuss ‘Internal 
Control—Some Problems of the Con- 
troller and the Certified Public Account- 
ant. 
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you easily and economically solve the 


record-keeping problems of every business 
—and department of business. Postindex 
equipment is — to fit any size record 

elp you increase record- 
keeping efficiency, cut costs, speéd effi- 
ciency. For complete information on 
Postindex and its many features—plus 
sample Postindex forms to fit your business 
—write Postindex Division, Art Metal 
Construction Company, Jamestown, N. Y. 


system—and can 


Postindex Flatbooks and 
Cabinets— Where portability is 
important and work must be accessible 
to more than one person—Postindex 
Model 5 Flatbook. Compact, fully pro 
tected, portable. Hold 150 to 300 
records—-varying sizes and multiples 


Single or double door cabinets 


| : 








Vicible Files 


For the fines? in visi- 
ble record keeping — 
it’s always Postindex 


Postindex 1-Line Rotary File 
These files are largely used wherever 
quick 1-line reference to a large list 
is needed. They are especially desir 
able for cross-reference files, credit list 


customer list, parts list, etc 





THE DEVELOPMENT OF EXECUTIVE LEADERSHIP* 


Reviewed by HENRY C. PERRY 
Treasurer of Heywood-Wakefield Company, 
Gardner, Massachusetts 


Given a first place rating by Executive 
Books, an editorial key by Marvin Bower 
of McKinsey & Company, and an intro- 
duction by Dean David of Harvard, con- 
siderable modesty must accompany the re- 
view of a book which represents the con- 
viction and handiwork of such prominent 
men as Economist Sumner H. Slichter, 
Thomas G. Spates of General Foods, L. R. 
Boulware of General Electric, William B. 
Given, Jr. of American Brake Shoe, 
Joseph B. Hall of Kroger Company, and 
“our own’ George Dively of Harris-Sey- 
bold Company. Out of this reviewer's ex- 
perience with the book, however, has come 
what Dean David defines as a “‘tough- 
minded humility” and it is in this spirit, or 
one of jumping in “where angels fear, 
etc.,”” that the challenge is met. 

Here is a book which aims to provide 
counsel on what it takes to become a busi- 
ness leader, the qualities of a good execu- 
tive, the economic and social trends af- 
fecting his business, the job he has to do 
internally, and his responsibilities that ex- 
tend beyond the office door. In six, indi- 
vidually-edited sections of the book, the 
contributing authors tell us how they think 
and act on the job of getting people to 
work together for the accomplishment of 
business profits and in an effort to meet 
management's responsibilities to the stock 
holders, the workers, the government, and 


the public 


Using as his subject THE PROBLEMS OF 
LEADERSHIP IN A LABORISTIC 
Sumner Slichter describes the 
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government rules, compared with condi- 
tions in the nineteenth century when the 
most influential single group in the com- 
munity was the business man.” 

“This shift of power,” he adds, ‘has 
been aided by the rapid organization of 
employes and the unwillingness of busi- 
ness men to go very far in offering con- 
structive proposals for dealing with the 
problems which have emerged.” The fail- 
ure of business men to take the lead in 
providing the community with a construc- 
tive program, to correct abuses which have 
taken place in the management of our 
economy, has resulted “in the passing of 
intellectual initiative and leadership in the 
community from business men to others.” 

He makes an excellent case for ‘“‘com- 
munity interest’ in matters of production, 
the accumulation of capital, price move- 
ments, the economic consequences of col- 
lective bargaining and behavior patterns 
in the field of industrial relations, and 
states that “business managers can expect 
to increase their influence only by making 
business a more integral part of the com- 
munity and by taking a greater and broader 
interest in its problems.” 

The importance of this about-face, to 
the corporate part of industry, 1s measured 
by the fact that in 1933 there were over 2 
stockholders in American corporations for 
every l member of a trade union. Since 
then, union membership has increased 5 
times while the number of stockholders 
has changed little, and today there are 
over 2 union members for every 1 stoc k- 
holder. There is no gainsaying the fact that 

corporations are ina precarious position 
in a laboristic community when their stock- 
holders constitute only a small fraction of 
the adult population ‘Part 
of the solution of this problem must come 
by building public confidence ; by persuad 
ing persons with small incomes to become 
stockholders in American 
by having boards of directors become rep 
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since business has the chance of letting 

ublic policy be made pretty exclusively 
S critics of the economy, or of develop- 
ing some executives who are capable of 
competing successfully with other think- 
ers. 

Professor Slichter closes his contribu- 
tion with these challenging words—'‘'If 
business can convince the community that 
business leaders wish to help find solutions 
for community problems, business will re- 
cover part of the intellectual initiative 
which it has lost in the last generation.” 


With this background of economic and 
political thinking, Thomas Spates of Gen- 
eral Foods, using as a subject THE CHAL- 
LENGE FOR LEADERSHIP IN A WELFARE 
Economy, declares that “every business 
leader today must cope with the impact of 
the trend toward the welfare state.’’ Mr. 
Spates reviews the early twentieth century 
experience of a few business leaders who 
discovered that ‘‘it was profitable as well 
as humane to treat their employes like hu- 
man beings’, a step that was interrupted 
by the great depression and at which time 
the leaders of government took over the 
driver's seat, “heaving business leaders 
generally into the far corners of the dog 
house’. 

Since then, and by reason of political 
alliance between labor leaders and govern- 
ment administration, we have been dedi- 
cated ‘‘to the policy of achieving the more 
abundant life through more taxes, more 
spending, more controls, less liberty, and 
a clear declaration that government should 
stand for the welfare of the people.” ‘This 
alliance’, adds Mr. Spates, “has offered a 
program which is about as revolutionary as 
ever has been seriously made to change the 
relationship of the owners, managers, and 
workers of saben? 

The author refuses to enter this com- 
petition for leadership in a welfare econ- 
omy by striving to outbid the two other 
major competitors, i.e., labor leaders and 
federal administration, ‘by promising to 
provide better and bigger material values’, 
and stakes his claim for recognition and 
progress on a platform of those values 
which are “imperishable fundamentals of 
the human spirit’. Rather than join with 
leaders of government and organized labor 
in appealing to the weaknesses in man 

fear, greed, laziness, and self-pity’, Mr. 
Spates recommends that leaders of busi- 
ness appeal to the strengths in man 
courage, enterprise, industriousness, and 
self-respect , and support the proposition 
that “every one of the millions of people 
on the pay roll is entitled to be treated like 
a human being, since treatment as indi- 
viduals is one of the surest ways to con- 
vince people that freedom and opportunity 
are worth fighting for.” 

This author suggests as a guide for the 
task force—‘“The American Code of Per- 
sonnel Administration’ —which, in his 
judgment, ‘‘has stood the test of troublous 





times, and stands today as the last bulwark 
of defense anywhere against socialistic col- 
lectivism and totalitarian communism.” 
He then develops, by testimony and quota- 
tions from several union leaders and bar- 
gaining agents, the premise that “manage- 
ment hasn't enough understanding of 
working people, and that workers join 
unions because of a desire to become some- 
thing more than a clock number.” He states 
further that “while sound personnel ad- 
ministration neither advocates nor thwarts 
the growth of unionism,’ it is question- 
able that, if good industrial relations had 
prevailed, ‘‘employes would have been so 
quick to join the union movement’’. 


Writing in an atmosphere of national 
reputation and from a company experi- 
ence in industrial relations probably as 
comprehensive as any in American indus- 
try, L. R. Boulware of General Electric 
Company, using as his text THE Bust- 
NESS LEADER'S LARGER JOB, shows the 
business man how to put on an attack 
that will regain lost ground and in so do- 
ing serve the public interest. Stating that 
“we are superb at individual selling and 
mass marketing, we are phenomenal man- 
ufacturers, yet as managers and leaders 
we are condemned,’ Mr. Boulware em- 
phasizes the point that people will go 
into your stores and vote for your prod- 
ucts by purchasing them, but then go to 
the polls and vote you out of business.” 
In answer to the specific question ‘“What 
Can Be Done?” the author then de- 
scribes his company policy as one of 
drawing upon successful sales and gen- 
eral management experience in determin- 
ing how to do a better job of employe 
and community relations—first, by typi- 
cal market research methods to learn the 
likes and dislikes of employes, and then 
by product planning methods aimed to 
give employes what they say they want. 
Among the problems treated in this man- 
ner are: Pay and working conditions, su- 
pervisory training, “to establish genuine 
two-way communication in an effort to 
get supervisors to act like salesmen in- 
stead of bosses," and employe and com- 
munity understanding of simple econom- 
ics, “done for the purpose of showing 
why profits are not the cause of high 
prices, as the left wingers charge.” 

The author observes that ‘‘pitifully few 
business men have had the alertness to 
know when they have been pushed be- 
yond the commercial field into the polit- 
ical arena, and having awakened to the 
fact, ‘too few scemingly have had the 
courage or energy to go about correcting 
misinformation and teaching sound eco- 
nomics.’ The answer to all this, he adds, 
“means necessary political activity by 
managers, stockholders, bondholders, in- 
surance policyholders, savings bank de- 
positors, pensioners, and others whose in- 
terest is in maintaining sound money and 
an honest rise in the standard of living.” 


The author suggests that “while part of 
this selling job must be done in Wash- 
ington, its primary aspects must be 
worked out at the grass roots by correct- 
ing misinformation and doing what the 
folks back home want done.” To this ex- 
tent, and again quoting from his own 
company experience, he states that “we 
are telling our neighbors what we think; 
we are teaching economics to our super- 
visors, Our 200,000 employes, and sev- 
eral million neighbors in our plant cities; 
and discussing in public print every con- 
troversial public issue that involves job- 
connected economics or the effect of pub- 
lic policy on us, our employes, or our 
neighbors. 

“The businessman's program,’ ob- 
serves Mr. Boulware, “requires that we 
develop new habits of two-way commu- 
nication, and participation with our em- 
ployes at all levels. We must provide 
good jobs and good bosses. We must get 
a favorable economic climate for our op- 
erations, learn and teach sound econom- 
ics, be willing to stand up and be counted 
and, when necessary, mount the public 
platform and argue rings around the ad- 
vocates of collectivism and those who 
represent the something-for-nothing phil- 
osophy of life.” 


Next in order appear the views of 
William B. Given, Jr., President of 
American Brake Shoe Company, who 
writes about EXPERIENCE IN THE De- 
VELOPMENT OF MANAGEMENT PEOPLI 
Introduced as a product of the policy he 
preaches and practices—i.e. promotion 
from within the ranks—Mr. Given marks 
as one test of top management “'the abil- 
ity to bring in and develop the right kind 
of men for management responsibilities’ 
and offers the challenge that “business 
has no inherent rights other than those 
it continues to earn from year to year 
through demonstrating its ability and 
building the intrinsic value of its securi- 
ties." He then sets forth the steps that 
are taken by his company as a policy in 
building men for top management jobs. 
One of the greatest thrills during his ad 
ministration, he claims, is the opportu 
nity ‘to watch those who started as mes 
senger boys or day laborers climb to im- 
portant places” through a management- 
apprentice program of: (1) selection 
(2) teaching; (3) broadening through 
exposure, and (4) releasing of talents 

The selection program searches for 
men “who enjoy proving that the boss is 
all wet, those who are challenged by 
tough policies, etc.” 

The teaching program avoids “the use 
of supervisory people who do not under- 
stand teaching or are not interested in 
helping the people under them to make 
progre ss 
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THE 
Scientific 
Appraisal of 
Management 


A Study of the Business Practices 
of Well-Managed Companies 


by JACKSON 
MARTINDELL 


President, 
imerican Institute of Management 


What measurable factors spell the differ- 
ence between success and failure in busi- 
ness management? This book gives you 
a scientific formula for objectively ap- 
praising the policies, practices and or- 
ganizational structure of business corpo- 
rations. It is based on actual analysis of 
excellently-managed firms, as compared 
with those less well run, in many indus- 
tries, and on the author's wide experience 
in management analysis and appraisal. 

* For company officers * directors 

* executives * department heads 

* investors * investment llors 
Written for all who constantly must 
know “How good is the management?”, 
this volume shows you how to judge the 
effectiveness of the individual business 
organization: 

—its board of directors, its corporate 
and product-division . structure, its 
managerial capacity ‘and financial 
administration 

—how it handles such problems as in- 
ventories in plant and equipment, 
production, research, sales, etc. 

@ The book defines the principles of ex- 

cellent management and lists the 301 

Questions to Management’’ which pro- 

vide an accurate picture of a company $s 

managerial caliber and condition 





a a highly significant contribution 
to the art of corporate administration in 
America ]. Douglas Brown, Director, 
Industrial Relations Section, Princeton 
University 
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HE objectives of every pension plan may be the same. But 
jem methods used to arrive at these objectives may vary 
greatly from plan to plan. 

For example, in one company the average age of those to 
be covered by the pension plan may be much higher than the 
average age of employees in another company. The average 
length of service in two companies can be as different as day is 
from night. These factors call for special treatment, particularly 
in selecting the method of funding past service costs. 

The most effective pension plan takes into consideration the 
different conditions that must be met in each company. The plan 
is then built step by step to meet these individual conditions. 

City Bank Farmers Trust Company has assisted hundreds of 
companies with their pension planning. That experience is yours 
for the asking. As a starter, let us estimate the cost of a pension 
plan for your company. Consult any of our officers. There is no 


obligation, of course. 
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We act as trustee under pension plans and as agent 
for individual trustees. Send for our Pension Booklet. 
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problems by spending time in different 
departments.” And in this broadening 
process, Mr. Given believes that ‘“‘the 
board room table is one of our best tools 
of exposure since over cold cuts, a bowl 
of mixed green salad, and a piece of 
French pastry or pie, you can expose men 
to the problems of many different phases 
of the business and during this exposure 
you can size them up and learn more how 
they can be helped.” 


Reviewer's note—Those of us who are 
acquainted with Controller Ed Hof's 
girth will agree that he has used balance 
in the selection of his green salad vs. 
French pastry diet. 


Four-day meetings held once a month 
for foremen, chief clerks and superin- 
tendents from various plants are designed 
to expose management people to the whys 
and wherefores of policies and practices, 
and at which different executives tell how 
the work of their departments relates to 
the business as a whole. “By this proc- 
ess,’ states Mr. Given, ‘men are gaining 
greater understanding and competence, 
and receive a broader picture of com- 
pany problems and policies all on the ba- 
sis that if a man has learned to handle 
one function successfully, there is defi- 
nite indication that he can grapple suc- 
cessfully with another one—or more.” 

The author of this chapter concludes 
with the assertion that ‘able people in 
business have the incentive to give their 
best to the cause only if promotions are 
generally from within the ranks.”’ 


LEADERSHIP IN AN EVOLVING ORGAN- 
IZATION is the subject of Joseph B. Hall 
of The Kroger Company, who holds that 
‘one of the responsibilities of every ex- 
ecutive who heads a business is to keep 
the business in tune with the times, 
equipped to meet the wants of customers, 
the challenge of competitors, and the im- 
pact of other external forces.’’ Using his 
company as an illustration, Mr. Hall 
traces organization practice, which has 
built Kroger from a 1929 volume of 
$286,000,000 to one of $825,000,000 in 
1948. Quotations from Mr. Hall's de- 
scription of the employe-training process, 
which has been an important factor in 
the development of his company, are sig- 
nificant, i.e.—''Basic training starts in the 
store. Employes are constantly studied 
and rated for further training and ad- 
vancement. Groups of men are brought 
into the General Office for three-day or 
five-day broadening and training courses. 
Effort is made constantly to train men in 
various phases of our business. Every ef- 
fort is made to develop maximum initia- 
tive through attaining an understanding 
of policies and programs, and then al- 
lowing the executives to exercise their 
judgment rather than restricting them to 
carrying out orders.” 





Now comes George Dively, our own 
within the parish of Controllership, who 
writes on SELF-DEVELOPMENT FOR BusI- 
NESS LEADERSHIP. Admitting that the 
qualities of business leadership are highly 
compiex, Mr. Dively, with a becoming 
feeling of humility, presents them in the 
following order: 

1. Personality and character traits. 

2. Working with people. 

3. Making decisions. 

4. Developing and selling ideas. 

Under personality and character traits, 
he gives emphasis to energy, progressive- 
ness, intensity, and health. Appearance, 
manner, and habits come in for attention, 
not in the sense that they make a business 
leader but, if absent, ‘can often nullify 
otherwise good executive development.”’ 

In several paragraphs devoted to work- 
ing with people, i.e.—superiors, associ- 
ates and subordinates, consideration is 
given to the importance of such quali- 
ties as loyalty (not the type for sale 
through favors), dependability, initiative, 
adaptability, interest, respect, confidence, 
and “having a program with well worked 
out objectives.’ The author states that 
“sound business decisions are generally 
based on a combination of background, 
knowledge, available facts, and the exer- 
cise of judgment.” 

Reviewer's note—with the hope that 
they are right more than 50% of the 
time. 

“Developing and selling ideas,’ states 
Mr. Dively, “involves the use of imagi- 
nation, knowledge, and research, and it 
is usually good technique to submit well- 
thought-out ideas without being re- 
quested to do so. A leader must learn to 
sell ideas, to get his thinking across to 
others, and learn to write organized, 
clear, convincing, and short memos. He 
must learn to speak well, since effective 
leadership often involves direct talks to 
employes." We agree with him that all 
such character traits are an important re- 
quirement in the role of executive lead- 
ership in order to “keep our great indus- 
trial system functioning, to provide the 
greatest good for the greatest number” 
and, further than that, we know George 
practices what he preaches. 

Your reviewer concludes that this is 
good reading for all who use other men’s 
ideas for the development of their own, 
and who among us will refuse the charge 
of plagiarism on this count? The book is 
written by “top flight’’ men, modestly 
and from experience, for those who as- 
pire and yet have outgrown the Horatio 
Alger complex. All contributing authors 
are men who have pulled themselves up 
by their bootstraps to reach a position in 
business life that rates national attention. 
It 1s interesting and compensating to re- 
flect upon one’s own experience in the 
light of their convictions. 
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Behind the Scenes With YOUR INSURANCE COMPANY 


Where certain losses exceed the insurance carried, 
the insured becomes aware of an important part 
of Claim Service — Salvage recovery. It reduces 
the loss for the insured and thereby benefits 

the business community as a whole. 


CASE OF THE MISSING $24,356 
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I happened to a small business owner in the mid- 
west, when his trusted bookkeeper disappeared — leaving juggled books 
and a $24,356 shortage! 

The employer had bonded the bookkeeper for $10,000, 
This amount he knew would be promptly paid. But the remaining $14,356 
was still too great a loss for his company to absorb. 


Our local agent, who had furnished the bond, reas- 
sured the worried owner, explained that an experienced claim man had 
been assigned to the case, to see if any part of the loss could be salvaged. 


After a month of intensive searching, our claim man 
located the bookkeeper in a distant state. He still had $13,840 of the 
missing cash. As provided in the bond, this was promptly returned to 
the employer, enabling him to continue in business. Because of this 
special service by our highly trained and experienced personnel, almost 
LOO%® recovery was made for the insured. 

Remember: This example is typical of the Salvage 
recovery feature of the Claim Service you automatically receive when 
you have the protection of our bond. Our local agent will gladly furnish 
a bond to fit your particular needs. 
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AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
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“DEPENDABLE AS AMERICA’ 


Institute President Carr 
Speaker at Ohio State 

A group of top-flight speakers is sched- 
uled to take part in the 5 sessions of the 
12th Annual Institute on Accounting to be 
held by the Ohio State University on May 
19-20 at Deshler-Wallick Hotel, Colum- 
bus, Ohio. 

Frank Wilber Main, Partner, Main & 
Company, Pittsburgh, will open the First 
Session on Friday (10:00 a.m.), using as 
his subject “The Federal Incentive Income 
Tax Plan.” Co-speaker Arthur B. Moll, 
Partner, Van Benschoten, Moll & Flaskal, 
New York, will speak on “The Effect of 
the Capital Gain and Loss Provisions on 
Business and Investment Decisions.” 

Following the luncheon session (1:00 
p.m.) C, E. Headlee, Controller of West- 
inghouse Electric Corp., Pittsburgh, will 
open the Third Session (2:30 p.m.) 
speaking on “Multiple Plant Account- 
ing.” 

Logan Monroe, President, The National 
Association of Cost Accountants; Eaton 
Manufacturing Company, Cleveland, the 
second speaker, will cover “Cost Control 
and Cost Reduction—The Fundamental 
Responsibility of the Industrial Account- 
ant.” 

William H. Carr, President of the Con- 
trollers Institute of America; California 
Packing Corporation, San Francisco, has 
been invited to be guest speaker at the 
Fourth Session (7:00 p.m.). At this time 
the honored guests will be introduced and 
distinguished accountants who have con- 
tributed outstanding service to the ac- 
countancy profession will be elected to the 
Accounting ‘Hall of Fame.”’ 

The selection of these candidates was 
accomplished by a 45-man Nominating 
Board chosen from nation-wide educa- 
tional and business fields. Thirteen of the 
Board are members of the Controllers In- 
stitute of America (Complete list of the 
Board members was given in THE Con- 
TROLLER—April 1950 issue—PP. 186-7 ). 

Mr. Carr’s talk will be on “The Funce- 
tion of Accounting in Modern Manage- 
ment 

A trio of speakers will be featured at 
the Fifth and closing Session on Saturday 
morning (10:00 a.m.): H. T. McAnly, 
Partner, Ernst & Ernst on “Recognizing 
Current Price Levels in the Profit and Loss 
Statement and in the Balance Sheet’; 
Perry Mason, President, The American 
Accounting Association; Professor of Ac- 
counting, University of California, on “A 
Reconsideration of Criteria of Realization 
»f Business Income’; and J. B. Parker, 
President, The Institute of Internal Audi- 
tors; The International Harvester Com- 
pany, Chicago, on “The Internal Auditor 
is an Aid to Management Problems.”’ 

Presiding at the sessions will be Ed- 
mund A. Clarke, President, The Ohio So- 





ciety of Certified Public Accountants; 
Haskins & Sells, Cleveland (First Sés- 
SION) ; J. Harold Stewart, President, The 
American Institute of Accountants; Stew- 
art, Watts & Bollong, Boston (THiRD SEs- 
SION ) ; Walter C. Weidler, Dean, College 
of Commerce and Administration, Ohio 
State University (FOURTH SESSION) ; and 
Frank P. Smith, Editor, Accounting Re- 
view; Dean, Graduate School, University 
of Rochester (FIFTH SESSION). 

Registration will take place at the Desh- 
ler-Wallick on Friday, May 19, at 9:30 
a.m. Address Hermann C. Miller at the 
Ohio State University College of Com- 
merce and Administration for any details 
regarding attendance. 


Plant Maintenance 
Problems Analyzed 


Publication of a comprehensive dis- 
cussion of problems of plant mainte 
nance has been announced by Clapp & 
Poliak, Inc., the management of the 
Plant Maintenance Show which was 
held in Cleveland, O., in January. The 
two-volume text, ‘Techniques of Plant 
Maintenance—1950,” covers the pro- 
ceedings of the first Plant Maintenance 
Conference held concurrently with the 
show. 

Thirty outstanding experts in various 
fields of maintenance led the conference 
and about 8,000 executives concerned 
with plant maintenance attended. The 
two volumes comprise 278 pages, 81 x 
11, and include 47 pages of tables, di- 
agrams, illustrations, graphs and charts. 
Five hundred and fifty-four questions 
submitted by the audience are answered 
in the second volume. 

The books are available from Clapp & 
Poliak, Inc., 341 Madison Ave., New 
York 17, N. Y. Price for both, postpaid, 
is two dollars. 

Subjects covered include maintenance 
organization and principles; mainte- 
nance costs and budgeting; selection 
and upkeep of lighting equipment; up 
keep of motors, controls and distribu 
tion equipment, use of electrical instru- 
ments in maintenance; upkeep of floors 
walls and roofs; relationship of lighting 
and color to production; sanitation and 
housekeeping; lubrication; application 
of service equipment; protection of 
plant and worker, and the importance 
of maintenance to safety 
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Condensed Statement of Condition, March 31, 1950 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations . 
Loans and Bills Purchased . . . 
Public Securities . $45 
Stock of Federal Reserve Ban‘ 
Other Securities and Obligatiors 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Meadivalie  . 5 « + « © « 
Real Estate Bonds and Mortgages . 
Bank Premises 
Other Real Estate 


Total Resources 


« « « $ 554,401,348.52 
eee 938,423,395.71 
Pe 964,941,423.97 


- $ 76,879,990.36 


9,000,000.00 
11,415,493.06 
11,030,025.30 


7,502,746.33 
7.567,094.89 
153,395,349.94 
5,078,483.25 
40,607.50 
+ $2,616,280,608.89 


LIABILITIES 


Capital . . . 
Surplus Fund. . . 
Undivided Profits. . . 

Total Capital Funds 
Deposits 


Acceptances 


Less: Own Acceptances Held for 
Investment 


Dividend Payable April 15, 1950 . 

Items in Transit with Foreign 
Branches et ee 

Accounts Payable, Reserve for 
Expenses, Taxes, ete. . 


Total Liabilities 


J. LUTHER CLEVELAND 


Chairman of the Board 


- § 16,.269,743.72 


- $100,000,000.00 


200,000,000.00 
72,695,292.70 

- $ 372,695,292.70 
2,189,813,632.43 


4,980,802.37 
11,288,941.35 
3,000,000,.00 


1,690,529.33 
37,792,213.08 
53,771,683.76 
- $2,616,280,6008.89 
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DIRECTORS 


GEORGE ©. ALLEN Director, Britis 
American Tobacco Company, Limited, anc 
Chairman of the Board, Duke Power Compan 
WILLIAM B. BELI President 
American Cyanamid Company 
F. W. CHARSKE 
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LL THERCLEVELAND Chairman of the Board 
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CHARLES P. COOPER President 
Phe Presbyterian Hospital in the City of New York 
WINTHROP M. CRANE, Je 
Crane & Co., Ine 
STUART M. CROCKER 
The Columbia Gas Ss etem, Ine 
of Davis Polk Wardwell 
Sunderland & hiendl 


Chairman, Executive 


President 
Dalton, Mass 


President, 
JOHN W. DAVIS 


CHARLES EF. DUNLAP President 
Berwind-W hite Coal Mining Company 
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CARKOL M. SHANKS President 
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New Folder Released on 
Punched Card Accounting 

Accounts payable is the subject of a 
new folder just released by Remington 
Rand Inc., entitled “Sample Tabulations 

Accounts Payable It illustrates and 
describes eight records and reports ‘that 
will help you regulate cash requirements, 
control cash disbursements, assure dis 
counts, specd financial statements, and 
control expenses” by the use of Reming- 
ton Rand tabulating machines. 

The folder illustrates some of the re- 
ports that are prepared automatically from 
punched tabulating cards, including an in- 
voice register ; trial balance; accounts pay- 
distribution; expense distribution ; 
analysis ; disbursements ; 


able 
purchase 
statement of cash requirements. 


FOTO-FLO 


DAYLIGHT 
OPERATION 
NO 
DARKROOM 
REQUIRED 


cash 


Write Dept. 50-70 
for descriptive folder 
showing what FOTO- 
FLO can do for you. 


HALOID 


2 


A new method for producing and rec- 
onciling punched-card documents such as 
checks, notices, tax reports, proxies, has 
been announced by Remington Rand Inc. 
and the Elliott Addressing Machine Corp. 
This method involves the combined op- 
eration of Remington Rand's punched- 
card accounting machines and the new 
punched-card controlled Elliott address- 
ing machine. 

Designed primarily for corporate stock 
transfer operations in bank trust depart- 
ments the system is equally applicable to 
any accounting operation requiring the 
production of printed records or reports 
such as employe earning statements, with- 
holding tax reports, corporation stock- 
holders’ records, magazine subscription 
records, etc. 


3 
Catalogue on Posture Seating Issued 

A new booklet on the advantages of 
posture seating in offices from stand- 
points of good health and increased 
working efficiency has just been pub- 
lished by Remington Rand Inc. 

The 22-page, four-color booklet, con- 
taining full catalogue data on the com- 
pany’s line of aluminum posture chairs, 
points out that the chairs are adjustable 
five ways to conform to the vastly dif- 
ferent physical proportions of their 
users. The chairs minimize fatigue, ac- 


A NEW, SPEEDIER, COST-CUTTING 
PHOTO-COPYING MACHINE 


Copies anything written, 
typed, printed, drawn or 


photographed in actual, 


reduced or enlarged sizes. 


MAKES UP TO FIVE 
18” x 24’’ PRINTS 
A MINUTE 


For any business requiring a daily production 
of copies of charts, blueprints, payrolls, news 
articles, advertisements, contracts, correspond- 
ence, photos, etc., the new FOTO-FLO is ideal. 
It soon pays for itself in convenience, speed, 
economical operation. Through its automatic 
timer and print transport mechanism, FOTO- 
FLO insures uniform processing and sharp, 
legible prints. Manufacturers, banks, insurance 
companies, newspapers, department stores and 
government departments will find FOTO-FLO 
the answer to fast, low-cost photocopies. Our 
branch office experts will gladly survey your 
specific needs. 


THE HALOID COMPANY 
ROCHESTER 3, NEW YORK 
Branch Offices in Principal Cities 


Photocopy Papers * Photo copying Machines * Photographic Papers 


cording to the booklet, by providing 
gentle support where it is needed most 

in the small of the back. They “pay 
for themselves,” the catalogue empha- 
sizes, by promoting increased output 
and consequently effecting substantial sav- 
ings in time. 
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Annual Report Requirements 
Contained in New Brochure 


A new brochure entitled ‘Corporate 
Annual Report Requirements” has been 
produced by Reuter & Bragdon, Inc., 
covering regulations of the SEC and of 
the following states: 

Delaware, Indiana, Kentucky, Mary- 
land, New Jersey, New York, Ohio, Penn- 
sylvania, and West Virginia. 

The booklet does not offer interpreta- 
tion, but is a compilation by Reuter & 
Bragdon’s research staff of the law and 
regulations governing the production of 
annual reports. 
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Envelope Sealing Trouble? 

There is news of a new bond envelope 
that seals instantly and positively by hand 
or high-speed machine methods. This is 
achieved by means of a 25% cotton fibre 
content paper with special surface char- 
acteristics for which the gum has an ex- 
ceptional affinity. The especially receptive 
finish in this new Gilbert Envelope Bond 
eliminates the flap “spring-back”’ problem 
that has long been a headache for mailing 
rooms and stenographers. This special 
stock has high opacity preventing “'show- 
through” of the contents and good recep- 
tivity for ink or typewriter. 

For stationery and office forms there are 
matched sets. Envelopes made from the 
new fast-sealing Gilbert Envelope Bond 
are available in all sizes. 

The cost is no more than that of en- 
velopes made from the standard 25% 

rag content” class. 

Free samples of the envelopes and the 
matching letterhead stock are available 


upon request 
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Social Security and Withholding 
Tax Combined in New Chart 


A combined Social Security and With 
holding Tax Chart has recently been pub 
lished by Delbridge Calculating Systems, 
Inc. The publishers state that this is the 
first complete set of tables recognized as 
being consistent with I. T. 3995, the In- 
ternal Revenue bulletin of February 20, 
1950 which authorized employers to use a 
withholding table combining the income 
tax and Employes’ Federal Insurance Con- 
tribution Act tax. 
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Use the handy request coupon below to receive more 


Quick-changeover 1E 

A new electric typewriter allows the 
secretary to switch from a manually op- 
erated typewriter without a transition pe- 
riod. The new Electric by Royal adjusts 
to a touch similar to the one she uses on 
a manually-controlled machine by a touch- 
control knob; the keyboard positions are 
identical with those of Royal's standards 
and portables; all the controls are in the 
same place as on the manual models—any 
typist will feel ‘at home’’ with the Elec- 
tric immediately. 

For manifold work a control regulates 
the speed of the type bar and can be 
turned from light to medium to heavy, 
depending on the number of carbons re- 
quired. Changing from manifolding or 
stenciling to executive correspondence is 
made easy by removing the cylinder—a 
simple one-hand operation. Ribbon chang- 
ing, as on other Royal typewriters, can be 
done quickly and without soiling the 
hands. 


2E 


de- 


Speeds Customer Service 


A new manual posting 
signed to cut clerical costs in half and 
speed customer service in layaway, time 
payment, and loan accounting has just 
been introduced by Remington Rand 
Inc. Trade-named ‘“Multi-Poster,” the 
new unit is a simple, low-priced device 
which enables an operator to make a 
single handwritten entry onto a receipt 
form, ledger form, and proof tape 
simultaneously, eliminating the possi- 
bility of transcription errors 

Designed primarily for use in the re- 
tail field, banks, loan companies, and 
credit unions, the Multi-Poster, it is 
claimed, offers advantages in payday 
rush periods or heavy seasonal loads. In 
addition to its applications in credit ac 
counting, the device is said to be of 
service in accounts receivable, payroll, 
cost and other accounting Operations 


dev ice 


A “Quiet” Cushion 3E 


A new 1950 electric typewriter delux« 
by Underwood with keyboard-controlled 
electric margins that enable tne operator 
to set left and right margins without rais 
ing the hands from the keyboard, also 
features internal cushioning consisting of 
rubber insulation placed between the type- 
writer operating mechanism and the ma- 
chine base. This floating, powered typing 
helps isolate and reduce noise transmis- 
sion and vibration. 


EQUIPMENT DIGEST 


} 
| 
| ; 
j 


information about the equipment listed on this page 


It “Thinks”! 4E 


An entirely new type of mechanical ac- 
counting machine, the “Sensimatic,’’ which 
features automatic control of its opera- 
tions through a ‘‘sensing unit’’, has been 
released by the Burroughs Adding Ma- 
chine ¢ ompany. 

The Sensimatic control unit is attached 
to the carriage. As the carriage moves, 
the control unit transmits a series of 
rapid-fire instructions to the 7,000-part 
working mechanism. It tells the machine 
to add or subtract, to select certain col- 
umns for printing the answers it has 
computed, to retain two totals simulta- 
neously, to print in red or black. 

Brain cells of the control unit are the 
hundreds of projecting steel fingers which 
can be seen when the unit is removed 
from the machine. Four complete ‘‘brains”’ 
are assembled into each control unit to 
handle four different accounting jobs ac- 
cording to the user's specifications. The 
operator may switch from one unit to an- 
other by flicking a knob or remove the 
entire unit and snap another into position 
with an entirely new set of brains, ready 
for four totally different accounting jobs 
The number of possible variations in pro 
gramming, by altering the pattern of the 
steel fingers in the control unit, runs high 
into the millions 


5E 


A completely new automatic letter- 
writing machine which produces in 
dividually typed letters, including date, 
inside address, salutation, main body, 
and closing salutation, by merely press 
ing one button has been developed by 
the American Automatic Typewriter Co 


Automatic Letter-writing 


THE CONTROLLER 
Reader Service Department 
One East Forty-second Street 
New York 17, N. Y 
I am interested in re 
l 2 3 | 


(Check) BOOKLET 


eiving 
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According to the manufacturer, the 
machine, known as the Model 5060 
Auto-Typist, may be used with any 
standard typewriter. Its typing mechan- 
ism is activated pneumatically at speeds 
up to 150 words a minute by means of 
a perforated record roll similar to the 
record roll used on a player piano, pro- 
ducing as many as 500 perfectly typed 
letters a day. In addition, a second con- 
trol button permits automatic address- 
ing of individually typed envelopes at 
the rate of almost 1,500 a day. 

The machine may also be used for 
producing an infinite variety of differ- 
ent letters, the manufacturer points out, 
explaining that it carries two large- 
sized record rolls with a capacity of 
500 lines of typewritten copy which 
can be divided into as many as 100 dif- 
ferent paragraphs. The operator merely 
selects the appropriate paragraphs by 
means of the numbered push-button 
selector keys. Once the machine is 
started in the morning, the manufac- 
turer claims, it need not be touched by 
human hand throughout the day. 

In addition, the Auto-Typist can be 
utilized as an automatic billing machine 
when used in conjunction with a billing 
typewriter 


Ticket Taker 6E 


Anything from dollar bills to World 
Series tickets can be machine-counted at 
speeds up to 1,000 ey minute, by a new 
machine introduced by Pitney-Bowes, Inc., 
postage meter manufacturers. 

An optional imprinting device permits 
dating, coding, endorsing or canceling 
while counting 


Tickometer, ’ it 
custom” 


Called the Model TI¢ 
is a development of an earlier 
type machine made in limited quantities 
for special applications, chiefly in transit 
and amusement companies. The new 
model is a general purpose counting and 
marking machine with widespread appli 
cation in business and finance. 
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EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 


Addre 


box number re plie 10 
THE CONTROLLER 

One East Forty-Second Street 
New York 17, N.Y. 
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ASSISTANT CONTROLLER— Ambitious 
young public accountant, 30, single, seeks po- 
10 years proved 
with accounting procedures, sys 
statements, federal 
and state tax reports (11 states). Also audits 
manutacturers, 
Can 


sition as assistant controller 
experience 


tems, budgets, financial 


for retailers, wholesalers 


Familiar institutional accounting relo 


cate. Box 1030 
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Business Continues at a Slackening Rate, 
Demarest Tells Syracuse Controllers 


While 17 of the basic elements of the 
American economy are above normal, five 
are below normal and a long-range analy- 
sis shows that the decline prevalent for 
some time is continuing, said L. M. De- 
marest, head of L. M. Demarest and As- 
sociates, New York, business and indus- 
trial consultants, in an address before the 
Syracuse Control of the Controllers Insti- 
tute of America. 

Mr. Demarest measured the present 
trend and outlook of business with respect 
to commodity prices, solvency and its re- 
lation to commodity prices, government 
expenditures, corporate bond and indus- 
trial stock prices and the historic relation- 
ship between them, durable and non- 
durable manufacturing and investment 
trust funds. Mr. Demarest’s organization 
publishes the Flo-Dex Service, an analysis 
of today’s business picture and trends as 
compared with the rate of flow above or 
below the decade average for the current 
month. 

Discussing solvency (business failures 
inverted) he said: “From 1933 through 
1948 solvency was above normal and 
credit problems were correspondingly 
minor. Therefore few men in responsible 
credit positions have experienced a period 
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of tough credit problems. Today solvency 
is 47% below normal, and we are again 
entering a period when credit problems 
are becoming increasingly acute. Watch 
your credits! 

“The pattern of rise and fall of com- 
modity prices following the Napoleonic 
Wars, the Civil War, World War I, and 
World War II are very similar. We are 
following this same pattern today. These 
prices fell to 28% below normal follow- 
ing the Napoleonic Wars, 27% below 
following the Civil War, 299 below nor- 
mal following World War I, and now 
27% above normal on their way down. 

“The rise arid fall of solvency and com- 
modity prices, shown together on a Flo- 
Dex standard chart, indicates how rising 
prices raise solvency until prices become 
too high, and then solvency turns down 
first, depressing commodity prices. This 
downward trend is continuing today.” 


Plant Outlay Drop 


Is Forecast 

Reflecting the virtual completion of the 
postwar program of industrial spending 
for new plant and equipment, this year will 
experience a drop in such outlays of about 
11 per cent less than 1949, according to a 
joint survey of the Securities and Exchange 
Commission and the Department of Com- 
merce. 

For the first half of 1950 the decline was 
expected to be about 8 per cent, while the 
second half of the year, it was reported, 
would witness a dip of about 14 per cent. 
The total in 1949 was $18.1 billion com- 
pared with a record high of $19.2 billion 
reported for 1948. The 1950 figure, it was 
estimated, would fall to $16.1 billion. 


Pamphlet Defines Objectives 
Of Free Economy 


Doctrine For Economic Freedom’’ is 
the title of a newly issued pamphlet pub- 
lished by Economic Accounting, Inc. of 
which Franzy Eakin, CPA and member 
of the Controllers Institute of America, 
is president. Mr. Eakin is vice president 
of A. E. Staley Manufacturing Co. of 
Decatur, Ill. 

Based on ‘research into the organiza- 
tional structure of our national economy 
and the performance of its many parts,”’ 
the booklet defines the objectives of a 
free economic system, states three basic 
principles of justice and organization, and 
names ten groups of actions which would 
establish economic freedom in our nation. 

Copies of the booklet are available, at 
50¢ each, direct from Economic Account- 
ing, Inc. (a non-profit organization 
devoted to research in economics and ac- 
counting), 308 Citizens Bldg., Decatur, III. 





Now a new, 
low-cost 


UNDERWOOD 
SUNDSTRAND 


Portable Posting 
Machine 


YOURS FOR AS LITTLE 
AS $65 DOWN, BALANCE 
IN CONVENIENT PAYMENTS 


...@Nn amazing, compact, 

portable machine that will 

post your Accounts Receivable, Accounts 

Payable, General Ledger, Payroll and other records... 
and also do all of your miscellaneous figuring jobs 


matic subtraction . . . automatic print 
ing of debit and credit balances. All the 
operator does is set up the significant 
the Lnderwood Sundstrand 


Here truly is the real bookkeeping ma- 
chine value of this or any other year! 
Never before have so many automatic, 
time-saving features been combined in a figures... 
posting machine at so low a price. does the rest... regardless of the post- 
Now, this all-new Underwood Sund- ing application. Obviously, this mean- 


z noerrors . 
strand makes machine posting practical 


more work in less time... 


no fatigue... no necessity for selecting 


and profitable for the smallest business 
. even those having but few postings 


per dav. 


In addition to posting jobs, the same 
Underwood Sundstrand Portable Post- 
ing Machine can be used to extend or 
verify invoices, calculate discounts, fig- 
ure percentages or do any other figur- 
ing job that involves addition, subtrac- 
tion, multiplication or division 


AUTOMATIC OPERATION 
This new Underwood Sundstrand Port- 
able Posting Machine virtually “thinks” 
for itself... the interchangeable Control 
Plate tells the machine what to do and 
when to doit. There are | t distinct auto- 
matic operations including automatic 
printing of dates and descriptive sym- 
rls . automatic tabulation auto- 


and depressing keys for various purposes 


SIMPLE TO OPERATE 

Notice, there are only 10 numeral key- 

. arranged in logical sequence under 
the fingertips of one hand. No long train 
ing period for operators. Your present 
office workers learn this machine 
develop a speedy “touch method 
alter just a few minutes” practice 


Underwood Corporation 


Adding Machines 

Accounting Machine~ 

Ribbon. 
New York 16, N. Y 


Victoria Street 


I'ypewriters 
Carbon Paper 


One Park Avenue 
Underwood Limited, 135 
Toronto 1. Canada 


Sales and Service Fvervwhere 


See this new, revolutionary, all-purpose 
machine and OPERATE II OLR. 
SELF. Call your nearest Underwood 
Representative for a demonstration or 
mail the coupon for 
complete, deserip- 
tive folder, today! 
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Inside general managers 


Nothing brings on that fluttery 
feeling like inventory uncertainty. 


Unless he keeps every phase of 
inventory under rigid control, the 
General Manager may put too 
much into production, over-invest 
in materials or misjudge his inven- 
tory of finished goods. That's 
where the butterflies move in. 

Rigid control requires accurate 
day-to-day information McBee 


Keysort enables the General Man- 
ager to coordinate finished goods, 
in-process and materials invento- 
ries with current sales and orders. 
For Keysort can report daily, at 
less cost than any. other method... 
1, What is selling and what is not. 
2. What is on hand, how Jong it’s 
been there. 
3. What must be bought or made. 
McBee gives management daily 


control of all inventory facts with 
simple, inexpensive, flexible ma- 
chines and methods that execu- 
tives in every field are using to save 
time and money. 

That’s why McBee sales have 
multiplied sixfold in a few years. 

The McBee man near you can 
tell you how McBee can meet your 
particular problems. Ask him to 
drop in. Or write us. 


See KEYSORT at work in the Annual Office Machinery and Equipment Exposition 
Municipal Auditorium, Cleveland, Ohio, May 22, 23 and 24, 1950 


This is the magic McBee Keysort card. 
With your present personnel, without costly in- 
stallations, McBee Keysort provides you with 
accurate and useful management controls at 


less cost than any other system. When notched, 
the pre-coded holes along the edges make this 
card mechanically articulate. They make it easy 


to collect a wealth of data . .. classify it... file 
it... find it... use it... quickly and accurately. 


THE McBEE COMPANY 


Sole Manufacturer of Keysort—The Marginally Punched Card 
295 Madison Avenuc, New York 17, N. Y. Offices in principal cities 
The McBee Company, Ltd., 310 Spadina Ave., Toronto 2B, Ont., Can. 





